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CERTIFICATE OF TENNESSEE CODE COMMISSION 


I, Paige A. Seals, Executive Secretary of the Tennessee Code Commission, 
acting by authority of the Commission and pursuant to Tennessee Code 
Annotated, Section 1-1-1100, hereby certify that the Tennessee Code Commission 
has approved the manuscript of the Tennessee Code as contained in this 
Replacement Volume 10A; that the text of each section of the statutes of 
Tennessee printed or appearing in this Replacement Volume has been compared 
with the original section appearing in the published copies of the Public 
Acts; and, with the exception of changes permitted by Tennessee Code 
Annotated, Section 1-1-108, and with the exception of changes made necessary 
due to repeal by implication, express repeal and amendments by implication, 
the Code sections appearing in this Replacement Volume as codification of the 
Public Acts of 1955, 1957, 1959; 2961,..1963,. 1965, 1967, 1966,./'3969, 1970, 
Lehi Lol, Sts, 1974, 19S, LS; TOP. LS78, 1O7o) PeeOy 1981, 1982, 1983), 
1984, 1985, 2986, 1987, . 2988, 1885, 1990, 2991, 1992, 1993, 1994, 2995, 1996, 
1387, 1998, 1999, 2000, 2001; 2002, 2003, 2004, 2005, 2006, 2007, 2008,. 2009, 
2010, 2011, 2012, 2013, 2014, 2015 and 2016 are true and correct copies of 
such sections as codified by Chapter 6 of the Public Acts of 1955; Chapter 1 
ef the Public Acts of 1957, of the Public Acts of 1959, of the Public Acts of 
S61, 6f the Public: Acts of 12963, of the Public Acts of 1965, of the Public 
Acts of 1967, of the Public Acts of 1969; Chapter 354 of the Public Acts of 
1970; Chapter of the Public Acts of 1971; Chapter 441 of the Public Acts of 
Loi2; Chapter of the Public Acts of 1973; Chapter 414 of the Public Acts of 
1974; Chapter Cf the Public Acts of 1975; Chapter 382 of the. Public Acts of 
1976; Chapter of the Public Acts of 1977; Chapter 496 of the Public Acts of 
1978; Chapter the Public Acts of 1979; Chapter 444 of the Public Acts of 
1980; Chapter of the Public Acts of 1981; Chapter 543 of the Public Acts of 
1982; Chapter of the Public Acts of 1983; Chapter 483. of the. Public Acts. of 
1984; Chapter of the Public Acts of 19857; Chapter 523 of the Publis Acts of 
1986; Chapter 786 of the Public Acts of 1986; Chapter 4 of the Public Acts of 
1987; Chapter 458 of the Public Acts of 1988; Chapter 5 of the Public Acts of 
1989; Chapter 668 of the Public Acts of 1990; Chapter 28 of the Public Acts of 
1991; Chapter 528 of the Public Acts of 1992; Chapter 1 of the Public Acts of 
1993; Chapter 543 of the Public Acts of 1994; Chapter 1 of the Public Acts of 
1995; Chapter 554 of the Public Acts of 1996; Chapter 1 of the Public Acts of 
1997; Chapter 574 of the Public Acts of 1998; Chapter 235 of the Public Acts 
of 1999; Chapter 574 of the Public Acts of 2000; Chapter 52 of the Public Acts 
of 2001; Chapter 491 of the Public Acts of 2002; Chapter 1 of the Public Acts 
of 2003; Chapter 437 of the Public Acts of 2004; Chapter 1 of the Public Acts 
of 2005; Chapter 507 of the Public Acts of 2006; Chapter 1 of the Public Acts 
of 2007; Chapter 607 of the Public Acts of 2008; Chapter 2 of the Public Acts 
of 2009; Chapter 624 of the Public Acts of 2010; Chapter 41 of the Public Acts 
of 2011; Chapter 582 of the Public Acts of 2012; Chapter 1 of the Public Acts 
of 2013; Chapter 530 of the Public Acts of 2014; Chapter 27 of the Public Acts 
of 2015; and Chapter 569 of the Public Acts of 2016. 
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I, Tre Hargett, Secretary of State of the State of Tennessee, do 
hereby certify that true and correct copies of the following acts, 
Chapter 6 of the Public Acts of the 79th General Assembly; and Chapter 1 
of the Public Acts of the 80th General Assembly, of the 8ist General 
Assembly, of the 82nd General Assembly, of the 83rd General Assembly, of 
the 84th General Assembly, and of the 85th General Assembly; that 
Chapters 1 and 354 of the 86th General Assembly; Chapters 1 and 441 of 
the 87th General Assembly; Chapters 1 and 414 of the 88th General 
Assembly; Chapters 1 and 382 of the 89th General Assembly; Chapters 1 
and 496 of the 90th General Assembly; Chapters 1 and 444 of the 9lst 
General Assembly; Chapters 1 and 543 of the 92nd General Assembly; 
Chapters 1 and 483 of the 93rd General Assembly; Chapters 2, 523, and 
786 of the 94th General Assembly; Chapters 4 and 458 of the 95th General 
Assembly; Chapters 5 and 668 of the 96th Generali Assembly; Chapters 28 
and 528 of the 97th General Assembly; Chapters 1 and 543 of the 98th 
General Assembly; Chapters 1 and 554 of the 939th General Assembly; 
Chapters 1 and 574 of the 100th General Assembly; Chapters 235 and 574 
of the 10lst General Assembly; Chapters 52 and 491 of the 102nd General 
Assembly; Chapters 1 and 437 of the 103rd General Assembly; Chapters 1 
and 507 of the 104th General Assembly; Chapters 1 and 607 of the 105th 
General Assembly; Chapters 2 and 624 of the 106th General Assembly; 
Chapters 41 and 582 of the 107th General Assembly; Chapters 1 and 530 of 
the 108th General Assembly; and that Chapters 27 and 569 of the 109th 
General Assembly of the State of Tennessee, the originals of which are 
on file in the Office of the Secretary of State, were transmitted to the 
Tennessee Code Commission for publication in this Replacement Volume 
LOA. 


IN WITNESS WHEREOF, I have hereunto affixed my signature and the 
Great Seal of the State of Tennessee, at Nashville, on the 10th day of 
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Preface 


This 2016 Replacement Volume 10A of the official Tennessee Code super- 
sedes the similar scope of the material in the 2008 Replacement Volume 10A, 
and was made necessary by new and amendatory legislation. This volume was 
prepared by the editorial staff of the publisher with the assistance of Paige A. 
Seals, Revisor of Statutes and Executive Secretary for the Tennessee Code 
Commission. | 

This volume contains Title 56, chapters 9-61 (Insurance). 

Notes in this volume are to the following sources: 


South Western Reporter, 3d Series 
Supreme Court Reporter 

Federal Reporter, 3d Series 
Federal Supplement 

Federal Rules Decisions 
Bankruptcy Reporter 

Opinions of the Attorney General 
Tennessee Bar Journal 

Tennessee Law Review 

University of Memphis Law Review 
Vanderbilt Law Review 


Suggestions, comments, or questions about the Tennessee Code Annotated 
are always welcome. You may call us toll free at (800) 833-9844, email us at 
customer.support@lexisnexis.com, or write Tennessee Editor, LexisNexis, 701 
EK. Water St., Charlottesville, Virginia 22902-5389. 

Visit our Internet home page at www.lexisnexis.com for an online book- 
store, technical support, customer service, and other company information. 
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User’s Guide 


This guide is designed to help you get the most out of your Tennessee Code 
Annotated. Information about key features of the Code and suggestions for its 
more effective use are given under the following headings: 


—Advance Code Service 
—Advance Legislative Service 
—Amendments 

—Analyses 

—Attorney General Opinions 
—Code Status 

—Collateral References 
—Compiler’s Notes and Code Commission Notes 
—Cross References 

—Court Rules 

—Disciplinary Board Opinions 
—Effective Dates 

—RHistorical Citation 
—Indexes 

—Law Reviews 

—Notes to Decisions 
—Numbering System 
—Obsolete Statutes 

—Parallel Reference Tables 
—Repealed Statutes 
—Replaced Volumes 

—Section Headings 

—Section to Section References 
—Sentencing Commission Comments 
—Superseded Statutes 
—Tables of Contents 

—Tables Volume 

—Textbooks 
—Unconstitutional Statutes 


If you have a question not addressed by the User’s Guide, or comments about 
your Code service, please call our toll-free number (1-800-446-3410), fax (800) 
643-1280, or write to: Tennessee Code Editor, LexisNexis, 701 E. Water St., 
Charlottesville, Virginia 22902. 


ADVANCE CODE SERVICE 


Three times a year, at roughly quarterly intervals between delivery of Code 
supplement pocket parts, we publish Tennessee Advance Code Service 
pamphlets. The Advance Code Service keeps your Code as up-to-date as 
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possible by providing notes to cases, opinions of the Attorney General, and law 
reviews received after the cutoff for inclusion in the preceding Supplement, as 
well as other pertinent information. Advance Code Service pamphlets are 
cumulative, so that you need retain only the latest pamphlet to have all the 
updated material published since the preceding Supplement. 


ADVANCE LEGISLATIVE SERVICE 


Advance Legislative Service pamphlets contain photoreproductions of 
Tennessee legislation. They are sent to all subscribers, as part of the annual 
supplement service, within weeks of an act’s passage. Pamphlets also contain 
a table of contents, a table of Code sections affected by new laws, informative 
notations in the margins of acts, and an index. All these aids help you assess 
the impact of new legislation between the time it first becomes available and 
publication of the Code supplement. 


AMENDMENTS 


Amendment notes describe exactly what changes the legislature has made in 
the statute and are written so that you can reconstruct the language of the 
statute as it existed prior to amendment. These notes appear only in the 
annual pocket part supplements following each section which has been 
amended within the past two years. Where an amendment note states that 
certain provisions have been rewritten, and the former version is not set out in 
the note, the presumption is that the former version may be found in the bound 
volume. 


ANALYSES 


In addition to the table of contents appearing at the beginning of each bound 
volume, each title and chapter appearing in a bound volume or supplement is 
preceded by an analysis. The analysis details the scope of the title or chapter 
and enables you to see at a glance the content of the title or chapter without 
resorting to a page-by-page examination in the bound volume or supplement. 


ATTORNEY GENERAL OPINIONS 


Citations to Opinions of the Attorney General and Reporter of Tennessee are 
carried in supplement pamphlets, beginning with opinions issued in 1983. 
Although these opinions are advisory only, they are well-researched opinions of 
law and contain useful discussions of Tennessee statutes. Citations to opinions 
which concern the constitutionality of provisions, or which the Code 
Commission wishes to retain for other reasons, will appear in Code 
Commission Notes in replacement volumes. 


CODE STATUS 


Tennessee Code Annotated is the official Code of Tennessee. It was adopted 
in 1955. Code supplements and replacement volumes are also enacted into law 
following their publication, in order to assure the integrity and official 
character of all Code text. The Code is prepared under the auspices of the 
Tennessee Code Commission and with the assistance of its staff. For the 
authority of the Commission and other statutes relating to the Code, see title 
1 of the Code. 
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COLLATERAL REFERENCES 


Articles appearing in the standard national law encyclopedias and digests 
concerning the subject of a Tennessee statute are cited under the appropriate 
statute. 


COMPILER’S NOTES AND CODE COMMISSION NOTES 


If nothing else, compiler’s notes and code commission notes should always be 
read because they point out important information or special circumstances 
concerning a statute. 

Code commission notes are prepared under the direct supervision of the 
Tennessee Code Commission to convey information that is not apparent on the 
face of a Code section. 

Repealed statutes have compiler’s notes citing the legislative history of the 
repealed section, the chapter and section of the public act responsible for the 
repeal, and a reference to new statutory provisions, if any, which replace the 
repealed statute. Transferred, superseded, obsolete and unconstitutional 
statutes have similar notes. 


CROSS REFERENCES 


Cross references refer you to other statutes which may affect a law or place 
it in context. Cross references do not cite all related statutes, however, since 
these can be identified by using the General Index. 


COURT RULES 


A softcover Court Rules Annotated two-volume set is included in your Code 
set. These volumes are supplemented once each year in November and are 
replaced annually. Rules of the Supreme Court, the Court of the Judiciary, the 
Court of Appeals, and the Court of Criminal Appeals, rules of appellate, civil, 
criminal and juvenile procedure and rules of evidence, as well as local rules of 
practice and procedure in the courts of certain counties are included, along 
with appropriate annotations and indexes. Rules are printed essentially in the 
form in which they have been promulgated, with only minor editing for 
stylistic consistency. 

Advisory Commission Comments which have been added after the original 
comments have, in brackets following each additional paragraph of comment, 
the date the paragraph was added. 


DISCIPLINARY BOARD OPINIONS 


Notes under this heading appear in the Court Rules volume and its 
supplement, and refer you to opinions of the Board of Professional 
Responsibility of the Supreme Court of Tennessee. 


EFFECTIVE DATES 


Effective date notes appear only in the pocket part supplements to the bound 
volumes. These notes show the effective date for enactments and amendments 
made during the past two years. An effective date note will appear under each 
section enacted or amended, except where an entire chapter or part has been 
enacted, in which case the note will appear only under the first and last 
sections of the chapter or part. 
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Where repeals, enactments or amendments are postponed, bracketed dates 
in the boldfaced catchline and explanatory information in the compiler’s notes 
enable you to ascertain the valid law both before and after the postponed 
effective date. 


HISTORICAL CITATION 


The historical citation appears immediately following the text of the statute. 
The historical citation includes the year, chapter and section of all public acts 
enacting or amending the statute. By finding these public acts in the session 
laws, you can trace the history of a section from its original enactment to its 
present form. 

The historical citation also includes references to the sections of former codes 
in which the statute was previously compiled (as in “Code 1932, § 325” cited in 
the historical citation to § 4-3-1803). Amendments to the statute which have 
been implied by subsequent legislation rather than specifically mandated are 
indicated by “impl. am.” followed by the public act chapter and section number. 
Statutes which have been transferred from former section numbers within this 
Code cite the former section number in the historical citation. For instance, in 
the historical citation for § 4-3-203, “T.C.A. (orig. ed.), § 4-308” indicates that 
§ 4-3-203 was transferred from § 4-308 which appeared in the original edition 
of the 1955 Code. In the historical citation for § 4-3-1009, “T.C.A., § 4-328” 
indicates that § 4-3-1009 was transferred from § 4-328 which appeared in 
either a replacement volume or a pocket part supplement to the original 
edition of the 1955 Code. 

When used in conjunction with the Tables Volume (see Tables below), the 
historical citation can be an invaluable aid in legal research. 

In the Court Rules volume, court rules carry historical citations showing the 
date of any amendment to a rule. The date a set of rules was originally 
promulgated appears beneath the heading to the set. 


INDEXES 


The General Index volumes are updated and replaced annually. In addition, 
at the back of each bound volume in the set, there is a volume index which 
indexes all the material contained in that particular volume. 

Also included with the index volumes are the following items of interest: a 
Title and Chapter Index, which is a short index for use by those familiar with 
terminology used in the T.C.A.; POPULAR NAMES OF ACTS main heading; 
SHORT TITLES main heading; and the Index to Uncodified Public Chapters. 

As accurate and thorough as these indexes are, there is no such thing as an 
index that is affordable, convenient, and perfect. Your best defense against 
index wild goose chases is familiarity with indexing techniques. To that end, a 
list of Suggestions for Fast, Effective Use of the Index has been included on the 
inside front cover of each index volume, and a more detailed treatment is given 
in the Foreword to the Index. 

At the end of every supplement pamphlet (except for volumes 1 and 13, and 
the Index and Court Rules volumes), a table entitled “Code Sections in This 
Pamphlet” lists every Code section within the scope of the volume that has 
been added, amended, repealed, transferred, superseded, rendered obsolete, or 
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deemed unconstitutional since the bound volume was published. This is a 
convenient index to the supplement pamphlet, and gives you one place to check 
to see if there have been any changes in statutes that interest you. 


LAW REVIEWS 


Articles from the Tennessee law school law reviews and other professional 
journals are cited under each statute referred to in the article. 


NOTES TO DECISIONS 


All state and federal cases which construe or apply Tennessee law or the 
Tennessee or U.S. Constitutions have been annotated and are cited under the 
pertinent statutes. Where a decision has been reviewed by a higher court, the 
subsequent judicial history and disposition is noted in the case citation if such 
disposition has any bearing on the annotated material. Where two or more 
decisions state the same rule of law, the case citations are cumulated under one 
case note. 

Case notes are grouped together under headings called “catchlines.” The 
catchlines identify the basic subject matter of the case notes and assist you in 
locating pertinent notes. The catchlines are arranged in logical order. Where 
there are two or more catchlines, an “analysis” listing all the catchlines 
precedes the annotations. 

Where a statute has been amended or repealed and replaced with similar 
subject matter, case notes construing or applying the former statute are 
frequently retained under “Notes to Decisions.” However, where the case note 
construes or applies the former provisions and is of value only insofar as it 
illuminates the background of the present provisions, it is cited under the 
heading “Decisions Under Prior Law.” “Decisions Under Prior Law” are 
arranged in the same manner as “Notes to Decisions.” 

Where a group of case notes applies to more than one statute in the same 
volume, the case notes are usually cited under the most appropriate statute; a 
cross-reference is inserted under the “Notes to Decisions” of the related 
statutes, under the appropriate catchline, referring you to the section carrying 
the pertinent case notes. 


NUMBERING SYSTEM 


In 1979, a new numbering system was implemented by the Code 
Commission which facilitates the organization of sections. This system divides 
existing chapters into “parts” so that several related, but distinct, subjects can 
be compiled in one chapter. The new numbering system consists of three-tier 
numbers rather than the former two-tier numbers. Thus, former chapter 29 of 
title 4 (former §§ 4-2901 — 4-2926) was redesignated in 1979 and organized 
into two parts, §§ 4-29-101 — 4-29-120 and 4-29-201 — 4-29-207. The number 
in the first tier represents the title; the second tier represents the chapter; and 
the last tier represents the part and section. 


- 29 - ‘tant NM, 


Title Chap. Part Section 
For example, § 4-29-110 is the tenth section in the first part of chapter 29 of 
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title 4. Section 4-29-2038 is the third section in the second part of chapter 29 of 
title 4. 

Where former two-tier section numbers have been transformed into this 
three-tier system, a parallel reference table is provided showing the disposition 
of the former sections. Furthermore, the former two-tier section number 
appears in the history line of each section transformed to the three-tier system. 

Code sections are divided into subsections. A subsection may be further 
divided into subdivisions. The first level of a section is a subsection, and all 
subsequent divisions of that subsection are referred to as subdivisions. A 
subsection is designated by a lower case letter in parenthesis. If a section has 
only one subsection, the lower case designation does not appear, even if that 
subsection is subdivided; any subsequent division of that single subsection is 
designated and referred to by the appropriate subdivision designation. The 
designations are as follows: 


First level (subsections): (a), (b), (c), ete. 

Second level (subdivisions): (1), (2), (3), etc. 

Third level (subdivisions): (A), (B), (C), etc. 

Fourth level (subdivisions): (i), (41), (iii), etc. 

Fifth through eighth levels (subdivisions) repeat the above designations but 
italicize the designations: 

(a), (6), (c), ete. 

(1), (2), (3), etc. 


For example, if § 1-1-101 is divided into two paragraphs designated as (a) 
and (b), those designated paragraphs are referred to as subsections, subsection 
(a) and subsection (b). If either subsection is further divided, those further 
divided levels of the subsection are subdivisions. 

Therefore, if subsection (a) is divided into three additional levels: (a)(1), 
(a)(2), and (a)(3), those levels within subsection (a) are referred to as 
subdivisions: subdivision (a)(1), subdivision (a)(2), and subdivision (a)(3). Any 
subsequent further division of a subdivision is simply another subdivision. If 
subdivision (a)(1) is divided into three additional levels, (a)(1)(A), (a)(1)(B), and 
(a)(1)(C), those levels are also called subdivisions, as are the levels if 
subdivision (C) is further divided into additional levels, which would be 
subdivisions (i), (ii), (iii), etc. Example citation: § 1-1-101(a)(1)(A)Q). 


OBSOLETE STATUTES 


Where the Tennessee Code Commission has determined that, in light of 
more recent legislation or court decisions, a statute is no longer valid, the 
statute has been omitted with an indication that it is “Obsolete.” 


PARALLEL REFERENCE TABLES 


Certain titles, chapters and groups of sections which have been repealed in 
their entirety and replaced with similar provisions or which have been 
transferred to new section numbers are accompanied by a parallel reference 
table which refers you from the former section number to the section number 
of the present provisions. These tables generally appear at the front of the 
bound volume or preceding the title or chapter in the supplement. 
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REPEALED STATUTES 


Statutes which have been repealed are so indicated in brackets following the 
section number. Compiler’s notes containing the historical citation of the 
former statute, the legislation responsible for the repeal, and present statutory 
provisions concerning the same subject matter (if any) appear after each 
repealed section or after the first section of a repealed chapter. References to 
repealed statutes are ordinarily dropped upon volume revision. 


REPLACED VOLUMES 


The Code is regularly updated and streamlined by the replacement of 
volumes. Although a current set of the Tennessee Code Annotated contains the 
currently applicable statutes, users are encouraged to retain replaced volumes 
and their supplements for historical reference. 


SECTION HEADINGS 


According to § 1-3-109, section headings or “catchlines” are not to be 
construed as part of the law. The Code Commission has authority, under 
§ 1-1-108(a), to “change the wording of and prepare new section headings and 
symbols.” Working together, the Code Commission and the publisher 
continuously review catchlines to ensure that they give all necessary 
information as briefly and accurately as possible. Generally, T.C.A. catchlines 
give no more information than is necessary to distinguish one section from 
others you might consult. Thus, the catchline for § 1-3-109 reads “Section 
headings and histories,” not “Section headings and histories not part of law”; 
the longer form would be used only if the chapter had another section that 
focused on headings and histories from a different angle. In addition, T.C.A. 
catchlines often use popular terminology in an attempt to shed light on a 
section’s meaning and save you valuable research time, even though the 
popular term appears nowhere in the section and may be less accurate than its 
technical equivalent. 

The Code Commission and the publisher invite your suggestions on ways to 
improve particular catchlines. 


SENTENCING COMMISSION COMMENTS 


These comments, contained under sections of the criminal laws amended by 
chapter 591 of the Public Acts of 1989, were written to the text of the sections 
of chapter 591, as codified herein. These comments have not been revised to 
reflect amendments to these sections after 1989. They have been retained to 
provide guidance on the original intent of those sections which may not be 
affected by later amendments. 


SUPERSEDED STATUTES 


A statute which has been superseded by the enactment of subsequent 
legislation is omitted and indicated as “Superseded” in brackets following the 
section number. A compiler’s note containing information concerning the 
superseding provisions accompanies a superseded statute. 


TABLES OF CONTENTS 


Each bound volume carries a table of contents listing titles, chapters, and 
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parts. In addition, a complete table of T.C.A. titles is updated and published 
annually in the supplement pamphlet for Volume 1. This table, which follows 
the Preface and precedes the User’s Guide, helps you find the T.C.A. volume 
you need, and also helps you keep track of titles that have been relocated due 
to volume replacement. 


TABLES VOLUME 


The Tables Volume (Volume 13) of the Tennessee Code Annotated is one of 
the most helpful tools in legal research. 

Included in the Tables Volume are parallel tables referring the user from 
section numbers in former codes to section numbers in the original 1955 
Tennessee Code Annotated. Also in Volume 13 is a table of former and current 
section numbers for Code sections whose numbers have changed since 1955. 
This table provides a reference to Code sections renumbered in the conversion 
from the former two-tier numbering system to the new three-tier system. 

Disposition tables list each chapter and section of all the Tennessee public 
acts passed by the legislature and indicate where each has been compiled in 
the present Tennessee Code Annotated. Public act sections which were 
repealed prior to the publication of the original Tennessee Code Annotated in 
1955 have been omitted in order to reduce the size of the Tables Volume; 
however, sections repealed after 1953 are indicated as repealed with a citation 
to the public act chapter and section responsible for the repeal. Public act 
sections which have not been compiled are indicated with notations such as 
“special,” “temporary,” “repealing,” “effective date,” “separability,” “emergency,” 
“legislative intent,” “unconstitutional,” etc. 

The disposition tables and the historical citations following the statutes 
work in tandem (see Historical Citations, above). In order to determine where 
a particular public act chapter or section has been compiled, refer to the 
disposition tables. For instance, the tables show that Public Act 1965, ch. 181, 
§ 7 has been compiled in § 11-9-107. The historical citation following § 11-9- 
107 indicates that it was enacted by Public Acts 1965, ch. 181, § 7 and that it 
has not been amended. The object is to help you find your way from the public 
acts to the compiled section, or from the section to the public acts. 

Other helpful information is contained in the Table volumes or its current 
supplement, including mortality tables, annuity valuation tables, a table of 
county populations based on the federal decennial census, and a table showing 
the incorporation date, population, and basic charter of Tennessee 
municipalities. 


TEXTBOOKS 


Citations to some of the standard Tennessee treatises have been included 
where they refer to Tennessee statutes. 


UNCONSTITUTIONAL STATUTES 


Statutes determined to be unconstitutional are omitted and indicated as 
“Unconstitutional” in brackets following the section number. A compiler’s note 
giving the court decisional authority accompanies such section. 
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. Medical Service Plan Law, 1945. 
. Hospital Service Corporations. 
. Hospital and Medical Service Corporations. 
. Dental Service Plan Law, 1961. 
. Vision Service Plan Law. 
. Health Maintenance Organization Act of 1986. 
— 34. [Reserved]. 
. Title Insurance Law. 
. Standard Nonforfeiture Law for Individual Deferred Annuities. 
. Premium Finance Company Act of 1980. 
. [Reserved]. 
. Indemnified Employee Welfare Benefit Plans. 
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. Filings with National Association of Insurance Commissioners. 
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. Provider-Sponsored Organization Act of 1998. 
. Tennessee Creditor-Placed Insurance Act of 1999. 
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. Tennessee Prepaid Limited Health Service Organization Act of 2000. 
. Tennessee Charitable Gift Annuity Act of 2008. 
. Insurance Fraud. 
. Tennessee Health Care Liability Reporting Act. 
. Tennessee Vehicle Protection Product Act. 
. Professional Employer Organization Benefit and Welfare Plan. 
. Volunteer RX. 
. Interstate Insurance Product Regulation Compact Act of 2007. 
. Guaranteed Asset Protection Waiver Act of 2008. 
. Preferred Provider Organization Transparency Act. 
. Tennessee Health Carrier Grievance and External Review Procedure Act. 
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CHAPTER 9 
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Section 


56-9-101. 
56-9-102. 
56-9-103. 
56-9-104. 
56-9-105. 
56-9-106. 


56-9-107. 
56-9-108. 
56-9-109. 


56-9-201. 
56-9-202. 


56-9-301. 
56-9-302. 
56-9-303. 
56-9-304. 


56-9-305. 
56-9-306. 
56-9-307. 


56-9-308. 
56-9-309. 
56-9-310. 
56-9-311. 
56-9-312. 


56-9-313. 


56-9-314. 
56-9-315. 
56-9-316. 
56-9-317. 


56-9-318. 
56-9-319. 
56-9-320. 


56-9-321. 


56-9-322. 


56-9-323. 
56-9-324. 
56-9-325. 
56-9-326. 


56-9-327. 


Part 1. General Provisions 


Short title — Liberal construction — Purpose. 

Applicability. 

Chapter definitions. 

Delinquency proceeding — Commencement — Jurisdiction. 

Receivers — Restraining orders and injunctive relief. 

Obligation to cooperate with commissioner — Obstruction of, or interference with, 
commissioner — Penalties. 


Applicability. 

Insurers subject to delinquency proceedings — Restrictions. 

Authentication of documents — Petitions and exhibitions — Cost of reproducing 
records. 


Part 2. Summary Proceedings 


Grounds for filing by commissioner — Court order. 
Records of delinquency proceedings — Confidentiality. 


Part 3. Formal Proceedings 


Rehabilitation of insurers — Grounds for filing petition. 

Order to rehabilitate business of insurer — Effect. 

Rehabilitator — Duties and authority. 

Rehabilitation order — Stay of pending action or proceeding — Tolling of statute of 
limitations — Laches unavailable — Standing. 

Order of liquidation — Termination of rehabilitation. 

Grounds for order of liquidation. 

Order of liquidation — Effect — Declaration of insolvency — Financial reports — Appeal 
pendency plan. 

Liquidation order — Continuation or termination of insurance policies. 

Liquidation of insurer — Dissolution of corporate existence. 

Powers and authority of liquidator. 

Notice of liquidation order — Method — Contents — Effect of notice. 

Notice of liquidation order — Response by agents of insurer — Penalty for failure to 
respond. 

Effect of issuance of order appointing liquidator — Statute of limitation and laches — 
Standing. 

List of insurer’s assets — Where filed — Liquidation of assets. 

Fraudulent transfers — Effect — When transfer made. 

Transfers of property after filing of petition for rehabilitation or liquidation — Effect. 

Preferences — Definition — Avoidance by liquidator — When transfer is made or 
perfected — Liens — Jurisdiction of chancery court — Preferences in favor of 
attorneys or insiders of insurer. 

Claims of creditors. 

Mutual debts and credits — When offset allowed. 

Assessment — Liquidator to make report to court — Levy of assessment on members of 
insurer — Enforcement. 

Obligation to pay earned premiums to insurer — Penalties for failure to pay — 
Proceedings to collect unpaid premiums — Appeal from proceedings — Limitations 
on claims of insurer against insured. 

Liquidator’s proposal to disburse assets — Required provisions of proposal — Applica- 
tion to court for approval of proposal — Notice of application. 

Proof of claims — When filed — Late filings. 

Proof of claim — Form — Information to be included in form. 

Contingent claims — Claims made under employment contracts. 

Third party actions against insureds — Claims by insured — Allowance of claim by 
insured — Multiple claims under one policy. 

Denial of claim by liquidator — Notice — Hearing — Final disposition — Rules of 
procedure. 
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Section 


56-9-328. 
56-9-329. 
56-9-330. 
56-9-331. 


56-9-332. 
56-9-333. 
56-9-334. 
56-9-335. 
56-9-336. 
56-9-337. 
56-9-338. 


56-9-401. 


56-9-402. 


56-9-403. 
56-9-404. 
56-9-405. 
56-9-406. 


56-9-407. 


56-9-408. 
56-9-409. 


56-9-410. 


56-9-501. 
56-9-502. 
56-9-503. 


56-9-504. 
56-9-505. 
56-9-506. 
56-9-507. 
56-9-508. 
56-9-509. 
56-9-510. 
56-9-511. 
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Claims of creditors secured by undertakings of other persons. 

Valuation of security held by secured creditors. 

Distribution of claims — Priority. 

Liquidator’s report on claims — Review of report by court — When liquidator may treat 
claims as allowed. 

Payment of distributions by liquidator. 

Unclaimed funds — Disposition. 

Application for order of discharge. 

Post-liquidation and discharge proceedings. 

Records of insurer. 

Books of receivership — Audit. 

Netting agreements and qualified financial contracts with insurers. 


Part 4. Interstate Relations 


Application of commissioner to act as conservator of alien or foreign insurer — Grounds 
— Notice to insurer — Issuance of order by court — Termination of conservation. 
Application by commissioner to liquidate assets of foreign or alien insurer — Grounds 
— Notice to insurer — Issuance of order by court — Receiver — Payment of claims 
after liquidation. 

Title to insurer’s property — When title vests — Claims. 

Ancillary receivers — Duties and powers. 

Institution of proceedings by commissioner upon request from officials of other states. 

Liquidation proceedings begun in Tennessee — Where claims filed and proved — Effect 
of ancillary proceedings. 

Liquidation proceedings in reciprocal state against insurer domiciled therein — Where 
claims filed and proved. 

Attachment, garnishment or levy of execution. 

Liquidation in this state involving reciprocal state — Order of distribution — Priority 
among owners of special deposit claims — Owners of secure claims. 

Ancillary receiver — Failure to transfer assets. 


Part 5. Supervision 


Part definitions. 

Applicability. 

Administrative supervision of insurers by commissioner — Grounds for supervision — 
Duration of supervision. 

Confidentiality of proceedings and records — Access — Applicability. 

Acts the commissioner may prohibit during period of supervision. 

Insurers may contest actions of supervisor. 

Commissioner — Power to institute judicial proceedings. 

Commissioner’s authority to adopt rules. 

Commissioner and supervisor — Meetings to carry out duties. 

Commissioner and department — Limitation of liability. 

Costs of administrative supervision. 


PART 1 
GENERAL PROVISIONS 


56-9-101. Short title — Liberal construction — Purpose. 


(a) This chapter shall be known and may be cited as the “Insurers Reha- 
bilitation and Liquidation Act.” 

(b) This chapter shall not be interpreted to limit the powers granted the 
commissioner by other provisions of the law. 

(c) This chapter shall be liberally construed to effect the purpose stated in 
subsection (d). 

(d) The purpose of this chapter is the protection of the interests of insureds, 
claimants, creditors and the public generally, with minimum interference with 
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the normal prerogatives of the owners and managers of insurers, through: 

(1) Early detection of any potentially dangerous condition in an insurer, 
and prompt application of appropriate corrective measures; 

(2) Improved methods for rehabilitating insurers, involving the coopera- 
tion and management expertise of the insurance industry; 

(3) Enhanced efficiency and economy of liquidation, through clarification 
of the law, to minimize legal uncertainty and litigation; 

(4) Equitable apportionment of any unavoidable loss; 

(5) Lessening the problems of interstate rehabilitation and liquidation by 
facilitating cooperation between states in the liquidation process, and by 
extending the scope of personal jurisdiction over debtors of the insurer 
outside this state; 

(6) Regulation of the insurance business by the impact of the law relating 
to delinquency procedures and substantive rules on the entire insurance 
business; and 

(7) Providing for a comprehensive scheme for the rehabilitation and 
liquidation of insurance companies and those subject to this chapter as part 
of the regulation of the business of insurance, insurance industry and 
insurers in this state. Proceedings in cases of insurer insolvency and 
delinquency are deemed an integral aspect of the business of insurance and 


are of vital public interest and concern. 


History. 
Acts 1991, ch. 142, § 4. 


Compiler’s Notes. 

Former chapter 9, §§ 56-9-101 — 56-9-132 
(Acts 1969, ch. 279, §§ 1-30; 1973, ch. 63, § 1; 
1978, ch. 540, § 1; T.C.A., §§ 56-1301 — 56- 
1331; Acts 1988, ch. 739, § 1), concerning reha- 
bilitation and liquidation of insurance compa- 
nies, was repealed by Acts 1991, ch. 142, § 4. 
For new law, see this chapter. 


Section to Section References. 

This chapter is referred to in §§ 46-1-312, 
56-2-305, 56-7-110, 56-11-112, 56-13-105, 56- 
13-207, 56-13-418, 56-16-208, 56-16-209, 56-16- 
210, 56-46-205, 56-46-210, 56-22-118, 56-32- 
117, 56-46-106, 56-46-107, 56-46-110, 56-46- 
111, 56-46-205, 56-46-206, 56-46-2009, 56-46- 
210, 56-51-137, 56-52-110. 

This part is referred to in § 56-6-604. 


NOTES TO DECISIONS 


1. Federal Law. 

Provisions of Tennessee’s Insurers Rehabili- 
tation and Liquidation Act, T.C.A. § 56-9-101 
et seq., are designed to regulate the business of 


Collateral References. 
Validity, construction, and application of Uni- 


56-9-102. Applicability. 


insurance as envisioned under the McCarran- 
Ferguson Act. In re Medical Care Mgmt. Co., 
361 B.R. 863, 2003 Bankr. LEXIS 2266 (Bankr. 
M.D. Tenn. 2003). 


form Insurers Liquidation Act. 44 A.L.R.5th 
683. 


The proceedings authorized by this chapter may be applied to: 
(1) Allinsurers who are doing, or have done, an insurance business in this 
state, and against whom claims arising from that business may exist now or 


in the future; 


(2) All insurers who purport to do an insurance business in this state; 
(3) All insurers who have insureds resident in this state; 
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(4) All other persons organized or in the process of organizing with the 
intent to do an insurance business in this state; 

(5) All nonprofit service plans and all fraternal benefit societies and 
beneficial societies subject to § 56-25-606; 

(6) All title insurance companies subject to chapter 35 of this title; 

(7) All prepaid health care delivery plans; and 

(8) All fidelity, bonding or surety companies under chapter 15 of this title, 
and all annuity companies who do business in this state. 


History. 
Acts 1991, ch. 142, § 4. 


Compiler’s Notes. 

Former chapter 9, §§ 56-9-101 — 56-9-132 
(Acts 1969, ch. 279, §§ 1-30; 1973, ch. 63, § 1; 
1978, ch. 540, § 1; T.C.A., §§ 56-1301 — 56- 
1331; Acts 1988, ch. 739, § 1), concerning reha- 
bilitation and liquidation of insurance compa- 


56-9-103. Chapter definitions. 


nies, was repealed by Acts 1991, ch. 142, § 4. 
For new law, see this chapter. 

Section 56-25-1606 referenced in (5) section 
was renumbered as 56-25-606 by the authority 
of the code commission in 2016. 


Section to Section References. 
This section is referred to in §§ 56-9-103, 
56-9-301. 


As used in this chapter, unless the context otherwise requires: 
(1) “Ancillary state” means any state other than a domiciliary state; 
(2) “Commissioner” means the commissioner of commerce and insurance; 
(3) “Creditor” is a person having any claim, whether matured or unma- 
tured, liquidated or unliquidated, secured or unsecured, absolute, fixed or 


contingent; 


(4) “Delinquency proceeding” means any proceeding instituted against an 
insurer for the purpose of liquidating, rehabilitating, reorganizing or con- 
serving the insurer, and any summary proceeding under § 56-9-201; 

(5) “Doing business” includes any of the following acts, whether effected 


by mail or otherwise: 


(A) The issuance or delivery of contracts of insurance to persons 


resident in this state; 


(B) The solicitation of applications for the contracts, or other negotia- 
tions preliminary to the execution of the contracts; 
(C) The collection of premiums, membership fees, assessments or other 


consideration for the contracts; 


(D) The transaction of matters subsequent to execution of the contracts 


and arising out of them; or 


(KE) Operating under a license or certificate of authority, as an insurer, 
issued by the department of commerce and insurance; 

(6) “Domiciliary state” means the state in which an insurer is incorpo- 
rated or organized, or, in the case of an alien insurer, its state of entry; 
(7) “Fair consideration” is given for property or an obligation: 

(A) When in exchange for the property or obligation, as a fair equivalent 
therefor, and in good faith, property is conveyed or services are rendered 
or an obligation is incurred or an antecedent debt is satisfied; or 

(B) When the property or obligation is received in good faith to secure a 
present advance or antecedent debt in an amount not disproportionately 
small as compared to the value of the property or obligation obtained; 
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(8) “Foreign country” means any other jurisdiction not in any state; 

(9) “Foreign guaranty association” means any entities similar to a guar- 
anty association now in existence in or hereafter created by the legislature 
of any other state; 

(10) “Formal delinquency proceeding” means any liquidation or rehabili- 
tation proceeding; 

(11) “General assets” means all property, real, personal or otherwise, not 
specifically mortgaged, pledged, deposited or otherwise encumbered for the 
security or benefit of specified persons or classes of persons. As to specifically 
encumbered property, “general assets” includes all the property or its 
proceeds in excess of the amount necessary to discharge the sum or sums 
secured thereby. Assets held in trust and on deposit for the security or 
benefit of all policyholders or all policyholders and creditors, in more than a 
single state, shall be treated as general assets; 

(12) “Guaranty association” means the Tennessee insurance guaranty 
association created by chapter 12, part 1 of this title, the life and health 
insurance guaranty association created by chapter 12, part 2 of this title, and 
any other similar entity now or hereafter created by the general assembly of 
this state for the payment of claims of insolvent insurers; 

(13) “Insolvency” or “insolvent” means: 

(A) For an insurer issuing only assessable fire insurance policies: 

(i) The inability to pay any obligation within thirty (30) days after it 
becomes payable; or 

(ii) If an assessment is made within thirty (30) days after the date, 
the inability to pay the obligation thirty (30) days following the date 
specified in the first assessment notice issued after the date of loss 

pursuant to § 56-20-106; 

(B) For any other insurer, that it is unable Wi pay its obligations when 
they are due, or when its admitted assets do not exceed its liabilities, plus 
the greater of: 

(i) Any capital and surplus required by law for its organization; or 
(ii) The total par or stated value of its authorized and issued capital 
stock; 

(C) As to any insurer licensed to do business in this state as of July 1, 
1991, that does not meet the standard established under subdivision 
(13)(B), “insolvency” or “insolvent” means, for a period not to exceed three 
(3) years from July 1, 1991, that it is unable to pay its obligations when 
they are due or that its admitted assets do not exceed its liabilities, plus 
any required capital contribution ordered by the commissioner under the 
insurance law; and 

(D) For purposes of this subdivision (13), “liabilities” include, but are 
not limited to, reserves required by statute or by department general 
regulations or specific requirements imposed by the commissioner upon a 
subject company at the time of admission or subsequent thereto; 

(14) “Insurer” means any person who has done, purports to do, is doing or 
is licensed to do an insurance business, and is or has been subject to the 
authority of, or to liquidation, rehabilitation, reorganization, supervision, or 
conservation by, any insurance commissioner. For purposes of this chapter, 
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any other persons included under § 56-9-102 are deemed to be insurers; 

(15) “Netting agreement” means: 

(A) A contract or agreement, including terms and conditions incorpo- 
rated by reference in it, including a master agreement, which master 
agreement, together with all schedules, confirmations, definitions, and 
addenda to it and transactions under any of them, shall be treated as one 
(1) netting agreement, that documents one (1) or more transactions 
between the parties to the agreement for or involving one (1) or more 
qualified financial contracts and that provides for the netting, liquidation, 
setoff, termination, acceleration, or close-out, under or in connection with 
one (1) or more qualified financial contracts or present or future payment 
or delivery obligations or payment or delivery entitlements under one (1) 
or more qualified financial contracts, including liquidation or close-out 
values relating to those obligations or entitlements, among the parties to 
the netting agreement; 

(B) Any master agreement or bridge agreement for one (1) or more 
master agreements described in subdivision (15)(A); or 

(C) Any security agreement or arrangement or other credit enhance- 
ment or guarantee or reimbursement obligation related to any contract or 
agreement described in subdivision (15)(A) or (15)(B); provided, that any 
contract or agreement described in subdivision (15)(A) or (15)(B) relating 
to agreements or transactions that are not qualified financial contracts 
shall be deemed to be a netting agreement only with respect to those 
agreements or transactions that are qualified financial contracts; 

(16) “Preferred claim” means any claim with respect to which the terms of 
this chapter accord priority of payment from the general assets of the 
insurer; 

(17)(A) “Qualified financial contract” means any commodity contract, 

forward contract, repurchase agreement, securities contract, swap agree- 

ment, and any similar agreement that the commissioner determines to be 

a qualified financial contract for the purposes of this chapter; provided, 

that the insurer entered into such contract or agreement in accordance 

with: 

Gi) Section 56-3-303(a)(21); and 

(ii) The insurer’s derivative instruments use plan that has been 
approved by the commissioner pursuant to § 56-3-303(a)(21); 

(B) As used in subdivision (17)(A), “commodity contract” means: 

(i) A contract for the purchase or sale of a commodity for future 
delivery on, or subject to the rules of, a board of trade or contract market 
under the Commodity Exchange Act (7 U.S.C. § 1 et seq.), or a board of 
trade outside the United States; 

(ii) An agreement that is subject to regulation under § 23 of the 
Commodity Exchange Act (7 U.S.C. § 23), as amended from time to 
time, and that is commonly known to the commodities trade as a margin 
account, margin contract, leverage account, or leverage contract; 

(iii) An agreement or transaction that is subject to regulation under 
§ 6c(b) of the Commodity Exchange Act compiled in (7 U.S.C. § 6c(b)), 
as amended from time to time, and that is commonly known to the 
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commodities trade as a commodity option; 

(iv) Any combination of the agreements or transactions referred to in 
this subdivision (17)(B); or ; 
(v) Any option to enter into an agreement or transaction referred to in 

this subdivision (17)(B); 

(C) As used in subdivision (17)(A), “forward contract,” “repurchase 
agreement,” “securities contract,” and “swap agreement” have the mean- 
ings set forth in the Federal Deposit Insurance Act (12 U.S.C. 
§ 1821(e)(8)(D)), as amended from time to time; 

(18) “Receiver” means receiver, liquidator, rehabilitator or conservator as 
the context requires; 

(19) “Reciprocal state” means any state other than this state in which in 
substance and effect §§ 56-9-307(a), 56-9-404, 56-9-405 and 56-9-407 — 
56-9-409 are in force, and in which provisions are in force requiring that the 
commissioner or equivalent official be the receiver of a delinquent insurer, 
and in which some provision exists for the avoidance of fraudulent convey- 
ances and preferential transfers; 

(20)(A) “Secured claim” means any claim secured by mortgage, trust deed, 

pledge, deposit as security, escrow, or otherwise, but not including special 

deposit claims or claims against general assets. 

(B) “Secured claim” also includes claims that have become liens upon 
specific assets by reason of judicial process; 

(21) “Special deposit claim” means any claim secured by a deposit made 
pursuant to statute for the security or benefit of a limited class or classes of 
persons, but not including any claim secured by general assets; 

(22) “State” means any state, district or territory of the United States and 
the Panama Canal Zone; and 

(23) “Transfer” includes the sale and every other and different mode, 
direct or indirect, of disposing of or of parting with property or with an 
interest therein, or with the possession thereof or of fixing a lien upon 
property or upon an interest therein, absolutely or conditionally, voluntarily, 
by or without judicial proceedings. The retention of a security title to 
property delivered to a debtor shall be deemed a transfer suffered by the 
debtor. 


History. 
Acts 1991, ch. 142, § 4; 2012, ch. 540, § 1. 


Compiler’s Notes. 

Former chapter 9, §§ 56-9-101 — 56-9-132 
(Acts 1969, ch. 279, §§ 1-30; 1973, ch. 63, § 1; 
1978, ch. 540, § 1; T.C.A., §§ 56-1301 — 56- 
1331; Acts 1988, ch. 739, § 1), concerning reha- 


bilitation and liquidation of insurance compa- 
nies, was repealed by Acts 1991, ch. 142, § 4. 
For new law, see this chapter. 


Collateral References. 

Validity, construction, and application of Uni- 
form Insurers Liquidation Act. 44 A.L.R.5th 
683. 


56-9-104. Delinquency proceeding — Commencement — Jurisdiction. 


(a) No delinquency proceeding shall be commenced under this chapter by 
anyone other than the commissioner and no court has jurisdiction to entertain, 
hear or determine any proceeding commenced by any other person. 

(b) No court of this state has jurisdiction to entertain, hear or determine any 
complaint praying for the dissolution, liquidation, rehabilitation, sequestra- 
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tion, conservation or receivership of any insurer, or praying for an injunction 
or restraining order or other relief preliminary to, incidental to or relating to 
the proceedings other than in accordance with this chapter. 

(c) In addition to other grounds for jurisdiction provided by the law of this 
state, a court of this state having jurisdiction of the subject matter has 
jurisdiction over a person served pursuant to the Tennessee Rules of Civil 
Procedure or other applicable law in an action brought by the receiver of a 
domestic insurer or an alien insurer domiciled in this state if: 

(1) The person served is an agent, broker or other person who has at any 
time written policies of insurance for or has acted in any manner whatsoever 
on behalf of an insurer against which a delinquency proceeding has been 
instituted, in any action resulting from or incident’to such a relationship 
with the insurer; 

(2) The person served is a reinsurer who has at any time entered into a 
contract of reinsurance with an insurer against which a delinquency 
proceeding has been instituted, or is an agent or broker of or for the 
reinsurer, in any action on or incident to the reinsurance contract; 

(3) The person served is or has been an officer, director, manager, trustee, 
organizer, promoter or other person in a position of comparable authority or 
influence over an insurer against which a delinquency proceeding has been 
instituted, in any action resulting from or incident to such a relationship 
with the insurer; 

(4) The person served is, or was at the time of the institution of the 
delinquency proceeding against the insurer, holding assets in which the 
receiver claims an interest on behalf of the insurer, in any action concerning 
the assets; or 

(5) The person served is obligated to the insurer in any way whatsoever, 
in any action on, or incident to, the obligation. 

(d) If the court on motion of any party finds that any action should as a 
matter of substantial justice be tried in a forum outside this state, the court 
may enter an appropriate order to stay further proceedings on the action in 
this state. 

(e) All actions authorized in this section shall be brought in the chancery 
court of Davidson County. 


History. 1978, ch. 540, § 1; T.C.A., §§ 56-1801 — 56- 
Acts 1991, ch. 142, § 4. 1331; Acts 1988, ch. 739, § 1), concerning reha- 
Ponrileras Notes: bilitation and liquidation of insurance compa- 
Former chapter 9, §§ 56-9-101 — 56-9-132 Dies, was repealed by Acts 1991, ch. 142, § 4. 
(Acts 1969, ch. 279, §§ 1-30; 1973, ch. 63, § 1; For new law, see this chapter. 


56-9-105. Receivers — Restraining orders and injunctive relief. 


(a) Any receiver appointed in a proceeding under this chapter may at any 
time apply for, and any court of general jurisdiction may grant, the restraining 
orders, preliminary and permanent injunctions, and other orders as may be 
deemed necessary and proper to prevent: 

(1) The transaction of further business; 
(2) The transfer of property; 
(3) Interference with the receiver or with a proceeding under this chapter; 
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(4) Waste of the insurer’s assets; 

(5) Dissipation and transfer of bank accounts; 

(6) The institution or further prosecution of any actions or proceedings; 

(7) The obtaining of preferences, judgments, attachments, garnishments 
or liens against the insurer, its assets or its policyholders; 

(8) The levying of execution against the insurer, its assets or its 
policyholders; 

(9) The making of any sale or deed for nonpayment of taxes or assess- 
ments that would lessen the value of the assets of the insurer; 

(10) The withholding from the receiver of books, accounts, documents or 
other records relating to the business of the insurer; or 

(11) Any other threatened or contemplated action that might lessen the 
value of the insurer’s assets or prejudice the rights of policyholders, creditors 
or shareholders, or the administration of any proceeding under this chapter. 
(b) The receiver may apply to any court outside of this state for the relief 

described in subsection (a). 


History. 1978, ch. 540, § 1; T.C.A., §§ 56-1801 — 56- 
Acts 1991, ch. 142, § 4. 1331; Acts 1988, ch. 739, § 1), concerning reha- 


Compilers Notes! bilitation and liquidation of insurance compa- 


Former chapter 9, §§ 56-9-101 — 56-9-132 nies, was repealed by Acts 1991, ch. 142, § 4. 
(Acts 1969, ch. 279, §§ 1-30; 1973, ch. 63,§ 1; For new law, see this chapter. 


56-9-106. Obligation to cooperate with commissioner — Obstruction 
of, or interference with, commissioner — Penalties. 


(a)(1) Any officer, manager, director, trustee, owner, employee or agent of 

any insurer, or any other persons with authority over, or in charge of, any 

segment of the insurer’s affairs, shall cooperate with the commissioner in 
any proceeding under this chapter or any investigation preliminary to the 
proceeding. 

(2) As used in this section: 

(A) “Person” includes any person who exercises control directly or 
indirectly over activities of the insurer through any holding company or 
other affiliate of the insurer; and 

(B) “To cooperate” includes, but is not limited to, the following: 

(i) To reply promptly in writing to any inquiry from the commissioner 
requesting such a reply; and 

(ii) To make available to the commissioner any books, accounts, 
documents, or other records or information or property of, or pertaining 
to, the insurer and in the person’s possession, custody or control. 

(b) No person shall obstruct or interfere with the commissioner in the 
conduct of any delinquency proceeding or any investigation preliminary or 
incidental thereto. 

(c) This section shall not be construed to abridge otherwise existing legal 
rights, including the right to resist a petition for liquidation or other delin- 
quency proceedings, or other orders. 

(d) Any person included within subsection (a) who willfully and wrongfully 
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obstructs or interferes with the commissioner in the conduct of any delin- 
quency proceeding or any investigation preliminary or incidental thereto, or 
who violates any order the commissioner issued validly under this chapter 
may: | 
(1) Be sentenced by a court of competent jurisdiction to pay a fine not 
exceeding ten thousand dollars ($10,000) or be punished for a Class E felony, 
or both; or 

(2) After a hearing, be subject to the imposition by the commissioner of a 
civil penalty not to exceed ten thousand dollars ($10,000) and shall be 
subject further to the revocation or suspension of any insurance licenses 
issued by the commissioner. 


History. 
Acts 1991, ch. 142, § 4. 


Compiler’s Notes. 

Former chapter 9, §§ 56-9-101 — 56-9-132 
(Acts 1969, ch. 279, §§ 1-30; 1973, ch. 63, §° 1; 
1978, ch. 540, § 1; T.C.A., §§ 56-1301 — 56- 
1331; Acts 1988, ch. 739, § 1), concerning reha- 


nies, was repealed by Acts 1991, ch. 142, § 4. 
For new law, see this chapter. 


Cross-References. 
Penalty for Class E felony, § 40-35-111. 


Section to Section References. 
This section is referred to in § 56-9-312. 


bilitation and liquidation of insurance compa- 


56-9-107. Applicability. 


Every proceeding heretofore commenced under the laws in effect before July 
1, 1991, shall be deemed to have commenced under this chapter for the purpose 
of conducting the proceeding henceforth, except that, in the discretion of the 
commissioner, the proceeding may be continued, in whole or in part, as it would 
have been continued had this chapter not been enacted. 


1978, ch. 540, § 1; T.C.A., §§ 56-1801 — 56- 
1331; Acts 1988, ch. 739, § 1), concerning reha- 
bilitation and liquidation of insurance compa- 
nies, was repealed by Acts 1991, ch. 142, § 4. 
For new law, see this chapter. 


History. 
Acts 1991, ch. 142, § 4. 


Compiler’s Notes. 
Former chapter 9, §§ 56-9-101 — 56-9-132 
(Acts 1969, ch. 279, §§ 1-30; 19738, ch. 63, § 1; 


56-9-108. Insurers subject to delinquency proceedings — Restrictions. 


No insurer that is subject to any delinquency proceedings, whether formal or 
informal, administrative or judicial, shall: 

(1) Be released from the proceeding, unless the proceeding is converted 
into a judicial rehabilitation or liquidation proceeding; 

(2) Be permitted to solicit or accept new business or request or accept the 
restoration of any suspended or revoked license or certificate of authority; 

(3) Be returned to the control of its shareholders or private management; 
or 

(4) Have any of its assets returned to the control of its shareholders or 
private management until all payments of, or on account of, the insurer’s 
contractual obligations by all guaranty associations, together with all 
expenses and interest on all the payments and expenses, have been repaid to 
the guaranty associations or a plan of repayment by the insurer has been 
approved by the guaranty association. 
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History. 1978, ch. 540, § 1; T.C.A., §§ 56-1301 — 56- 
Acts 1991, ch. 142, § 4. 1331; Acts 1988, ch. 739, § 1), concerning reha- 
CampilarsiNotes bilitation and liquidation of insurance compa- 
; nies, was repealed by Acts 1991, ch. 142, § 4. 


Former chapter 9, §§ 56-9-101 — 56-9-132 P , rede 
(Acts 1969, ch. 279, §§ 1-30; 1973, ch. 63, § 1; or new law, see this chapter. 


56-9-109. Authentication of documents — Petitions and exhibitions — 
Cost of reproducing records. 


(a) The receivership court shall receive as self-authenticated any of the 
following when offered by the commissioner: 

(1) Certified copies of the financial statements made by the insurer; and 
(2) Certified copies of examination reports of the insurer made by or on 
behalf of the commissioner. 

(b) The receiver has the authority to certify to the correctness of any paper, 
document or record of the office of the receiver and to make certificates of the 
receiver certifying any fact contained in the papers, documents or records of 
the office of the receiver; and the same shall be received in evidence in all cases 
in which the original would be evidence. 

(c) At any receivership hearing or proceeding, the verified petition and 
exhibits filed therewith shall be received as prima facie evidence of the facts 
therein contained. 

(d) The appointment of the commissioner as receiver shall in no way operate 
to bring records of a delinquent insurer under § 10-7-503. If a third party 
successfully pursues a records request in the receivership court, the receiver 
shall be reimbursed for the reasonable cost of producing the records. 


History. proceeding heretofore commenced under the 

Acts 1999, ch. 348, § 1; T.C.A. § 56-9-133. laws in effect before June 14, 1999, shall be 
deemed to have commenced under this section 
for the purpose of conducting the proceeding 
henceforth, except that, in the discretion of the 
commissioner, the proceeding may be contin- 


Code Commission Notes. This section was 
renumbered from § 56-9-133 to § 56-9-109 by 
authority of the Code Commission in 2016. 


Compiler’s Notes. ued, in whole or in part, as it would have been 
Acts 1999, ch. 348, § 5, provided that every continued had this act not been enacted. 
PART 2 
SUMMARY PROCEEDINGS 


56-9-201. Grounds for filing by commissioner — Court order. 


(a) The commissioner may file in the chancery court of Davidson County a 
petition alleging, with respect to a domestic insurer: 
(1) That there exists any grounds that would justify a court order for a 
formal delinquency proceeding against an insurer under this part; 
(2) That the interests of policyholders, creditors or the public will be 
endangered by delay; and 
(3) The contents of an order deemed necessary by the commissioner. 
(b) Upon a filing under subsection (a), the court may issue forthwith, ex 
parte and without a hearing, the requested order, which shall direct the 
commissioner to take possession and control of all or a part of the property, 
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books, accounts, documents and other records of an insurer, and of the 
premises occupied by it for transaction of its business; and, until further order 
of the court, enjoin the insurer and its officers, managers, agents and 
employees from disposition of its property and from the transaction of its 
business except with the written consent of the commissioner. 

(c) The court shall specify in the order what its duration shall be, which 
shall be the time as the court deems necessary for the commissioner to 
ascertain the condition of the insurer. On motion of either party or on its own 
motion, the court may from time to time hold hearings as it deems desirable 
after notice as it deems appropriate, and may extend, shorten or modify the 
terms of the seizure order. The court shall vacate the seizure order if the 
commissioner fails to commence a formal proceeding under this chapter after 
having had a reasonable opportunity to do so. An order of the court pursuant 
to a formal proceeding under this chapter shall ipso facto vacate the seizure 
order. 

(d) Entry of a seizure order under this section shall not constitute an 
anticipatory breach of any contract of the insurer. 

(e) An insurer subject to an ex parte order under this section may petition 
the court at any time after the issuance of the order for a hearing and review 
of the order. The court shall hold such a hearing and review not more than 
fifteen (15) days after the request. A hearing under this subsection (e) may be 
held privately in chambers, and it shall be so held if the insurer proceeded 
against so requests. 

(f) If, at any time after the issuance of such an order, it appears to the court 
that any person whose interest is or will be substantially affected by the order 
did not appear at the hearing and has not been served, the court may order 
that notice be given. An order that notice be given shall not stay the effect of 
any order previously issued by the court. 


History. This section is referred to in §§ 56-9-103, 
Acts 1991, ch. 142, § 4. 56-9-202, 56-9-405. 


Section to Section References. 
This part is referred to in §§ 56-46-106, 56- 
46-107, 56-46-205, 56-46-206, 56-51-144. 


56-9-202. Records of delinquency proceedings — Confidentiality. 


(a) In all proceedings and judicial reviews under § 56-9-201, all records of 
the insurer, other documents, and all insurance department files and court 
records and papers, so far as they pertain to, or are a part of, the record of the 
proceedings, shall be and remain confidential except as is necessary to obtain 
compliance therewith, unless and until the chancery court of Davidson County, 
after hearing arguments from the parties in chambers, shall order otherwise, 
or unless the insurer requests that the matter be made public. Until the court 
order, all papers filed with the clerk of the chancery court of Davidson County 
shall be held by the clerk in a confidential file. 

(b) Subsection (a) shall not be applicable in any proceeding where the 
insurer on the date of the filing of the proceeding had derived fifty-one percent 
(51%) or more of its revenue for the past twelve (12) months from a contract or 
contracts with a governmental entity to provide health care services to 
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enrollees in a publicly funded medical assistance program pursuant to title 71. 
In these cases, the records of the insurer, other documents, and all insurance 
department files and court records and papers, so far as they pertain to, or are 
a part of, the record of the proceeding and that reflect the financial solvency of 
the insurer, shall be open to public inspection under the Tennessee Public 
Records Act, compiled in title 10, chapter 7, unless otherwise required to be 
maintained as confidential under federal or state law. An insurer within fifteen 
(15) days from the date of seizure may apply to the court for a stay of 
application of this subsection (b), or for a protective order for particularized 
information that is proprietary in nature, the disclosure of which would be 
injurious to the rehabilitation of the insurer. This subsection (b) shall be stayed 
from the date of seizure until a court of competent jurisdiction rules on the 
application for a stay or a protective order. 


History. Section to Section References. 
Acts 1991, ch. 142, § 4; 2002, ch. 660, § 1. This section is referred to in §§ 56-9-405, 


Cross-References. 71-5-142. 


Confidentiality of public records, § 10-7-504. 


PART 3 
FORMAL PROCEEDINGS 


56-9-301. Rehabilitation of insurers — Grounds for filing petition. 


The commissioner may apply by petition to the chancery court of Davidson 
County for an order authorizing the commissioner to rehabilitate a domestic 
insurer or an alien insurer domiciled in this state on any one (1) or more of the 
following grounds: 

(1) The insurer is in such condition that the further transaction of 
business would be hazardous financially to its policyholders, creditors or the 
public; 

(2) There is reasonable cause to believe that there has been embezzlement 
from the insurer, wrongful sequestration or diversion of the insurer’s assets, 
forgery or fraud affecting the insurer, or other illegal conduct in, by, or with 
respect to the insurer that, if established, would endanger assets in an 
amount threatening the solvency of the insurer; 

(3) The insurer has failed to remove any person who in fact has executive 
authority in the insurer, whether an officer, manager, general agent, em- 
ployee, or other person, if the person has been found after notice and hearing 
by the commissioner to be dishonest or untrustworthy in a way affecting the 
insurer’s business; 

(4) Control of the insurer, whether by stock ownership or otherwise, and 
whether direct or indirect, is in a person or persons found after notice and 
hearing to be untrustworthy; 

(5) Any person who in fact has executive authority in the insurer, whether 
an officer, manager, general agent, director or trustee, employee, or other 
person, has refused to be examined under oath by the commissioner 
concerning the insurer’s affairs, whether in this state or elsewhere, and after 
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reasonable notice of the fact, the insurer has failed promptly and effectively 
to terminate the employment and status of the person and all the person’s 
influence on management; 

(6) After demand by the commissioner in accordance with this chapter, 
the insurer has failed to promptly make available for examination any of its 
own property, books, accounts, documents, or other records, or those of any 
subsidiary or related company within the control of the insurer, or those of 
any person having executive authority in the insurer so far as they pertain 
to the insurer; 

(7) Without first obtaining the written consent of the commissioner, the 
insurer has transferred, or attempted to transfer, in any manner, or contrary 
to chapter 11 of this title, substantially its entire property or business, or has 
entered into any transaction, the effect of which is to merge, consolidate or 
reinsure substantially its entire property or business in or with the property 
or business of any other person; 

(8) The insurer or its property has been or is the subject of an application 
for the appointment of a receiver, trustee, custodian, conservator or seques- 
trator or similar fiduciary of the insurer or its property otherwise than as 
authorized under the insurance laws of this state, and such appointment has 
been made or is imminent, and the appointment might oust the courts of this 
state of jurisdiction or might prejudice orderly delinquency proceedings 
under this chapter; 

(9) Within the previous four (4) years, the insurer has willfully violated its 
charter or articles of incorporation, its bylaws, any insurance law of this 
state, or any valid order of the commissioner; 

(10) The insurer has failed to pay within sixty (60) days after due date any 
obligation to any state or any subdivision of a state or any judgment entered 
in any state, if the court in which the judgment was entered had jurisdiction 
over the subject matter, except that the nonpayment shall not be a ground 
until sixty (60) days after any good faith effort by the insurer to contest the 
obligation has been terminated, whether it is before the commissioner or in 
the courts, or the insurer has systematically attempted to compromise or 
renegotiate previously agreed settlements with its creditors on the ground 
that it is financially unable to pay its obligations in full; 

(11) The insurer has failed to file its annual report or other financial 
report required by statute within the time allowed by law and, after written 
demand by the commissioner, has failed to give an adequate explanation 
immediately; or 

(12) The board of directors, or the holders of a majority of the shares 
entitled to vote, or a majority of those individuals entitled to the control of 
those entities specified in § 56-9-102, request or consent to rehabilitation 
under this chapter. 


History. This section is referred to in §§ 56-9-305, 
Acts 1991, ch. 142, § 4. 56-9-306, 56-9-402. 


Section to Section References. 
This part is referred to in § 56-51-144. 
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56-9-302. Order to rehabilitate business of insurer — Effect. 


(a)(1) An order to rehabilitate the business of a domestic insurer, or an alien 

insurer domiciled in this state, shall appoint the commissioner and the 

commissioner’s successors in office the rehabilitator, and shall direct the 
rehabilitator immediately to take possession of the assets of the insurer and 
to administer them under the general supervision of the court. 

(2) The filing or recording of the order with the clerk of the chancery court 
of Davidson County or recorder of deeds of the county in which the principal 
business of the company is conducted, or the county in which its principal 
office or place of business is located, shall impart the same notice as a deed, 
bill of sale, or other evidence of title duly filed or recorded with that recorder 
of deeds would have imparted. 

(3) The order to rehabilitate the insurer shall by operation of law vest title 
to all assets of the insurer in the rehabilitator. 

(b) Any order issued under this section shall require accountings to the 
court by the rehabilitator. Accountings shall be at intervals that the court 
specifies in its order, but no less frequently than semi-annually. Fach account- 
ing shall include a report concerning the rehabilitator’s opinion as to the 
likelihood that a plan under § 56-9-303(e) shall be prepared by the rehabili- 
tator and the timetable for doing so. 

(c) Entry of an order of rehabilitation shall not constitute an anticipatory 
breach of any contracts of the insurer nor shall it be grounds for retroactive 
revocation or retroactive cancellation of any contracts of the insurer, unless the 
revocation or cancellation is done by the rehabilitator pursuant to § 56-9-303. 


History. Section to Section References. 
Acts 1991, ch. 142, § 4. This section is referred to in § 56-9-325. 


5§6-9-303. Rehabilitator — Duties and authority. 


(a) The commissioner as rehabilitator may appoint one (1) or more special 
deputies, who have all the powers and responsibilities of the rehabilitator 
granted under this section, and the commissioner may employ such counsel, 
clerks and assistants as deemed necessary. The compensation of the special 
deputy, counsel, clerks and assistants, and all expenses of taking possession of 
the insurer and of conducting the proceedings, shall be fixed by the commis- 
sioner, with the approval of the court, and shall be paid out of the funds or 
assets of the insurer. The persons appointed under this section shall serve at 
the pleasure of the commissioner. The commissioner, as rehabilitator, may, 
with the approval of the court, appoint an advisory committee of policyholders, 
claimants, or other creditors, including guaranty associations, should such a 
committee be deemed necessary. The committee shall serve at the pleasure of 
the commissioner and shall serve without compensation other than reimburse- 
ment for reasonable travel and per diem living expenses. No other committee 
of any nature shall be appointed by the commissioner or the court in 
rehabilitation proceedings conducted under this chapter. 

(b) In the event that the property of the insurer does not contain sufficient 
cash or liquid assets to defray the costs incurred, the commissioner may 
advance the costs so incurred out of any appropriation for the maintenance of 
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the department. Any amounts so advanced for expenses of administration shall 
be repaid to the commissioner for the use of the department out of the first 
available moneys of the insurer. 

(c) The rehabilitator may take any action the rehabilitator deems necessary 
or appropriate to reform and revitalize the insurer. The rehabilitator has all 
the powers of the directors, officers, and managers, whose authority shall be 
suspended, except as they are redelegated by the rehabilitator. The rehabili- 
tator has full power to direct and manage, to hire and discharge employees 
subject to any contract rights they may have, and to deal with the property and 
business of the insurer. 

(d) Ifit appears to the rehabilitator that there has been criminal or tortious 
conduct, or breach of any contractual or fiduciary obligation detrimental to the 
insurer by any officer, manager, agent, broker, employee or other person, the 
rehabilitator may pursue all appropriate legal remedies on behalf of the 
insurer. 

(e) If the rehabilitator determines that reorganization, consolidation, con- 
version, reinsurance, merger or other transformation of the insurer is appro- 
priate, the rehabilitator shall prepare a plan to effect the changes. Upon 
application of the rehabilitator for approval of the plan, and after the notice 
and hearings as the court may prescribe, the court may either approve or 
disapprove the plan proposed, or may modify it and approve it as modified. Any 
plan approved under this section shall be, in the judgment of the court, fair and 
equitable to all parties concerned. If the plan is approved, the rehabilitator 
shall carry out the plan. In the case of a life insurer, the plan proposed may 
include the imposition of liens upon the policies of the company, if all rights of 
shareholders are first relinquished. A plan for a life insurer may also propose 
imposition of a moratorium upon loan and cash surrender rights under 
policies, for such period and to such an extent as may be necessary. 

(f) The rehabilitator has the power under §§ 56-9-315 and 56-9-316 to avoid 
fraudulent transfers. 


History. 
Acts 1991, ch. 142, § 4. 


Section to Section References. 
This section is referred to in §§ 56-9-302, 
56-9-305. 


56-9-304. Rehabilitation order — Stay of pending action or proceeding 
— Tolling of statute of limitations — Laches unavailable — 
Standing. 


(a) Any court in this state before which any action or proceeding in which 
the insurer is a party, or is obligated to defend a party, is pending when a 
rehabilitation order against the insurer is entered shall stay the action or 
proceeding for ninety (90) days and any additional time as is necessary for the 
rehabilitator to obtain proper representation and prepare for further proceed- 
ings. The rehabilitator shall take such action respecting the pending litigation 
as the rehabilitator deems necessary in the interests of justice and for the 
protection of creditors, policyholders, and the public. The rehabilitator shall 
immediately consider all litigation pending outside this state and shall petition 
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the courts having jurisdiction over that litigation for stays whenever necessary 
to protect the estate of the insurer. 

(b) No statute of limitations or defense of laches shall run with respect to 
any action by or against an insurer between the filing of a petition for 
appointment of a rehabilitator for that insurer and the order granting or 
denying that petition. Any action against the insurer that might have been 
commenced when the petition was filed may be commenced for at least sixty 
(60) days after the order of rehabilitation is entered or the petition is denied. 
The rehabilitator may, upon an order for rehabilitation, within one (1) year or 
such other longer time as applicable law may permit, institute an action or 
proceeding on behalf of the insurer upon any cause of action against which the 
period of limitation fixed by applicable law has not expired at the time of the 
filing of the petition upon which the order is entered. 

(c) Any guaranty association or foreign guaranty association covering life or 
health insurance or annuities has standing to appear in any court proceeding 
concerning the rehabilitation of a life or health insurer if the association is or 
may become liable under this chapter as a result of the rehabilitation. 


History. 
Acts 1991, ch. 142, § 4. 


56-9-305. Order of liquidation — Termination of rehabilitation. 


(a) Whenever the commissioner believes further attempts to rehabilitate an 
insurer would substantially increase the risk of loss to creditors, policyholders 
or the public, or would be futile, the commissioner may petition the chancery 
court of Davidson County for an order of liquidation. A petition under this 
subsection (a) shall have the same effect as a petition under § 56-9-306. The 
chancery court of Davidson County shall permit the directors of the insurer to 
take actions as are reasonably necessary to defend against the petition and 
may order payment from the estate of the insurer of the costs and other 
expenses of defense as justice may require. 

(b) The protection of the interests of insureds, claimants and the public 
requires the timely performance of all insurance policy obligations. If the 
payment of policy obligations is suspended in substantial part for a period of 
six (6) months at any time after the appointment of the rehabilitator, and the 
rehabilitator has not filed an application for approval of a plan under 
§ 56-9-303(e), the rehabilitator shall petition the court for an order of 
liquidation on grounds of insolvency. 

(c) The rehabilitator may at any time petition the chancery court of 
Davidson County for an order terminating rehabilitation of an insurer. The 
court shall also permit the directors of the insurer to petition the court for an 
order terminating rehabilitation of the insurer and may order payment from 
the estate of the insurer of such costs and other expenses of the petition as 
justice may require. If the chancery court of Davidson County finds that 
rehabilitation has been accomplished and that grounds for rehabilitation 
under § 56-9-301 no longer exist, it shall order that the insurer be restored to 
possession of its property and the control of the business. The chancery court 
of Davidson County may also make that finding and issue that order at any 
time upon its own motion. 
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History. 
Acts 1991, ch. 142, § 4. 


56-9-306. Grounds for order of liquidation. 


The commissioner may petition the chancery court of Davidson County for 
an order directing the commissioner to liquidate a domestic insurer or an alien 
insurer domiciled in this state on the basis: 

(1) Of any ground for an order of rehabilitation as specified in § 56-9-301, 
whether or not there has been a prior order directing the rehabilitation of the 
insurer; 

(2) That the insurer is insolvent; or 

(3) That the insurer is in such condition that the further transaction of 
business would be hazardous, financially or otherwise, to its policyholders, 
its creditors or the public. 


History. Collateral References. 
Acts 1991, ch. 142, § 4. Validity, construction, and application of Uni- 
Bee Ghution Reteranices: fat Insurers Liquidation Act. 44 A.L.R.5th 


This section is referred to in §§ 56-9-305, 
56-9-402. 


56-9-307. Order of liquidation — Effect — Declaration of insolvency — 
Financial reports — Appeal pendency plan. 


(a) An order to liquidate the business of a domestic insurer shall appoint the 
commissioner and the commissioner’s successors in office as liquidator and 
shall direct the liquidator immediately to take possession of the assets of the 
insurer and to administer them under the general supervision of the court. The 
liquidator shall be vested by operation of law with the title to all of the 
property, contracts and rights of action, and all of the books and records of the 
insurer ordered liquidated, wherever located, as of the entry of the final order 
of liquidation. The filing or recording of the order with the clerk of the chancery 
court of Davidson County and the recorder of deeds of the county in which its 
principal office or place of business is located, or, in the case of real estate, with 
the recorder of deeds of the county where the property is located, shall impart 
the same notice as a deed, bill of sale or other evidence of title duly filed or 
recorded with that recorder of deeds would have imparted. 

(b) Upon issuance of the order, the rights and liabilities of any such insurer 
and of its creditors, policyholders, shareholders, members and all other 
persons interested in its estate shall become fixed as of the date of entry of the 
order of liquidation, except as provided in §§ 56-9-308 and 56-9-326. 

(c) An order to liquidate the business of an alien insurer domiciled in this 
state shall be in the same terms and have the same legal effect as an order to 
liquidate a domestic insurer, except that the assets and the business in the 
United States shall be the only assets and business included in the order. 

(d) At the time of petitioning for an order of liquidation, or at any time 
thereafter, the commissioner, after making appropriate findings of an insurer’s 
insolvency, may petition the court for a judicial declaration of the insolvency. 
After providing notice and hearing as it deems proper, the court may make the 
declaration. 
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(e) Any order issued under this section shall require financial reports to the 
court by the liquidator. Financial reports shall include, at a minimum, the 
assets and liabilities of the insurer and all funds received or disbursed by the 
liquidator during the current period. Financial reports shall be filed within one 
(1) year of the liquidation order and at least annually thereafter. 

(f)(1) Within five (5) days after the initiation of an appeal of an order of 

liquidation, which order has not been stayed, the commissioner shall present 

for the court’s approval a plan for the continued performance of the 
defendant company’s policy claims obligations, including the duty to defend 
insureds under liability insurance policies, during the pendency of an 
appeal. The plan shall provide for the continued performance and payment 
of policy claims obligations in the normal course of events, notwithstanding 
the grounds alleged in support of the order of liquidation including the 
ground of insolvency. In the event the defendant company’s financial 
condition will not, in the judgment of the commissioner, support the full 
performance of all policy claims obligations during the appeal pendency 
period, the plan may prefer the claims of certain policyholders and claimants 
over creditors and interested parties as well as other policyholders and 
claimants, as the commissioner finds to be fair and equitable, considering 
the relative circumstances of the policyholders and claimants. The court 
shall examine the plan submitted by the commissioner and if it finds the ~ 
plan to be in the best interests of the parties, the court shall approve the 
plan. No action shall lie against the commissioner or any of the commission- 
er’s deputies, agents, clerks, assistants or attorneys by any party based on 
preference in an appeal pendency plan approved by the court. 
(2) The appeal pendency plan shall not supersede or affect the obligations 
of any insurance guaranty association. 
(3)(A) Any such plans shall provide for equitable adjustments to be made 
by the liquidator to any distributions of assets to guaranty associations, in 
the event that the liquidator pays claims from assets of the estate, which 
would otherwise be the obligations of any particular guaranty association 
but for the appeal of the order of liquidation, such that all guaranty 
associations equally benefit on a pro rata basis from the assets of the 
estate. 

(B) In the event an order of liquidation is set aside upon any appeal, the 
company shall not be released from delinquency proceedings unless and 
until all funds advanced by any guaranty association, including reason- 
able administrative expenses in connection therewith relating to obliga- 
tions of the company, are repaid in full, together with interest at the 
judgment rate of interest or unless an arrangement for repayment has 
been made with the consent of all applicable guaranty associations. 


History. 
Acts 1991, ch. 142, § 4. 
Section to Section References. 


This section is referred to in §§ 56-9-103, 
56-9-308, 56-9-320, 56-9-325. 
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56-9-308. Liquidation order — Continuation or termination of insur- 
ance policies. 


(a) All policies, including bonds and other noncancellable business, other 
than life or health insurance or annuities, in effect at the time of issuance of an 
order of liquidation, shall continue in force only for the lesser of: 

(1) A period of thirty (30) days from the date of entry of the liquidation 
orders; 

(2) The expiration of the policy coverage; 

(3) The date when the insured has replaced the insurance coverage with 
equivalent insurance in another insurer or otherwise terminated the policy; 

(4) The date when the liquidator has effected a transfer of the policy 
obligation pursuant to § 56-9-310(a)(10); or 

(5) The date proposed by the liquidator and approved by the court to 
cancel coverage. 

(b) An order of liquidation under § 56-9-307 shall terminate coverage at the 
time specified in subsection (a) for purposes of any other statute. 

(c) Policies of life or health insurance or annuities shall continue in force for 
the period and under the terms that are provided for by any applicable 
guaranty association or foreign guaranty association. 

(d) Policies of life or health insurance or annuities or any period of coverage 
of the policies not covered by a guaranty association or foreign guaranty 
association shall terminate under subsections (a) and (b). 


History. 
Acts 1991, ch. 142, § 4. 


Section to Section References. 
This section is referred to in § 56-9-307. 


NOTES TO DECISIONS 


1. Authority Pertaining to Notice Re- 
quirements. 

Authority to terminate coverage implicitly 
authorized receiver of medical malpractice in- 
surer to require the performance within the 
shortened coverage period of all acts, including 


submitting notice of a medical incident, which, 
by terms of the policy, were required to be 
performed during the coverage period. State ex 
rel. McReynolds v. United Physicians Ins. Risk 
Retention Group, 921 S.W.2d 176, 1996 Tenn. 
LEXIS 254 (Tenn. 1996). 


56-9-309. Liquidation of insurer — Dissolution of corporate existence. 


The commissioner may petition for an order dissolving the corporate 
existence of a domestic insurer or the United States branch of an alien insurer 
domiciled in this state at the time the commissioner applies for a liquidation 
order. The court shall order dissolution of the corporation upon petition by the 
commissioner upon or after the granting of a liquidation order. If the dissolu- 
tion has not previously been ordered, it shall be effected by operation of law 
upon the discharge of the liquidator if the insurer is insolvent but may be 
ordered by the court upon the discharge of the liquidator if the insurer is under 
a liquidation order for some other reason. 


Collateral References. 

Validity, construction, and application of Uni- 
form Insurers Liquidation Act. 44 A.L.R.5th 
683. 


History. 
Acts 1991, ch. 142, § 4. 


Section to Section References. 
This section is referred to in § 56-9-310. 
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56-9-310. Powers and authority of liquidator. 


(a) The liquidator has the power to: 

(1) Appoint a special deputy or deputies to act for the Wanaater under 
this chapter, and determine the deputy’s reasonable compensation. The 
special deputy has powers of the liquidator granted by this section. The 
special deputy shall serve at the pleasure of the liquidator; 

(2) Employ employees and agents, legal counsel, actuaries, accountants, 
appraisers, consultants and other personnel the liquidator may deem 
necessary to assist in the liquidation; 

(3) Appoint, with the approval of the court, an advisory committee of 
policyholders, claimants or other creditors, including guaranty associations, 
should such a committee be deemed necessary. The committee shall serve at 
the pleasure of the commissioner and shall serve without compensation 
other than reimbursement for reasonable travel and per diem living ex- 
penses. No other committee of any nature shall be appointed by the 
commissioner or the court in liquidation proceedings conducted under this 
chapter; 

(4) Fix the reasonable compensation of employees and agents, legal 
counsel, actuaries, accountants, appraisers and consultants with the ap- 
proval of the court; 

(5) Pay reasonable compensation to persons appointed and defray from 
the funds or assets of the insurer all expenses of taking possession of, 
conserving, conducting, liquidating, disposing of, or otherwise dealing with 
the business and property of the insurer. In the event that the property of the 
insurer does not contain sufficient cash or liquid assets to defray the costs 
incurred, the commissioner may advance the costs so incurred out of any 
appropriation for the maintenance of the department. Any amounts so 
advanced for expenses of administration shall be repaid to the commissioner 
for the use of the department out of the first available moneys of the insurer; 

(6) Hold hearings, subpoena witnesses to compel their attendance, admin- 
ister oaths, examine any person under oath, and compel any person to 
subscribe to the person’s testimony after it has been correctly reduced to 
writing, and, in connection therewith, require the production of any books, 
papers, records or other documents that the liquidator deems relevant to the 
inquiry; 

(7) Audit the books and records of all agents of the insurer insofar as those 
records relate to the business activities of the insurer; 

(8) Collect all debts and moneys due and claims belonging to the insurer, 
wherever located, and for this purpose to: 

(A) Institute timely action in other jurisdictions, in order to forestall 
garnishment and attachment proceedings against the debts; 

(B) Do such other acts as are necessary or expedient to collect, conserve 
or protect its assets or property, including the power to sell, compound, 
compromise or assign debts for purposes of collection upon the terms and 
conditions as the liquidator deems best; and 

(C) Pursue any creditor’s remedies available to enforce the liquidator’s 
claims; 
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(9) Conduct public and private sales of the property of the insurer; 

(10) Use assets of the estate of an insurer under a liquidation order to 
transfer policy obligations to a solvent assuming insurer, if the transfer can 
be arranged without prejudice to applicable priorities under § 56-9-330; 

(11) Acquire, hypothecate, encumber, lease, improve, sell, transfer, aban- 
don or otherwise dispose of or deal with any property of the insurer at its 
market value or upon the terms and conditions as are fair and reasonable. 
The liquidator also has the power to execute, acknowledge and deliver any 
and all deeds, assignments, releases and other instruments necessary or 
proper to effectuate any sale of property or other transaction in connection 
with the liquidation; 

(12) Borrow money on the security of the insurer’s assets or without 
security and execute and deliver all documents necessary to that transaction 
for the purpose of facilitating the liquidation. Any such funds borrowed may 
be repaid as an administrative expense and have priority over any other 
claims in Class 1 under the priority of distribution; 

(13) Enter into any contracts necessary to carry out the order to liquidate, 
and affirm or disavow any contracts to which the insurer is a party; 

(14) Continue to prosecute and institute in the name of the insurer, or in 
the liquidator’s own name, any and all suits and other legal proceedings, in 
this state or elsewhere, and abandon the prosecution of claims the liquidator 
deems unprofitable to pursue further. If the insurer is dissolved under 
§ 56-9-309, the liquidator shall have the power to apply to any court in this 
state or elsewhere for leave to substitute the liquidator for the insurer as 
plaintiff; 

(15) Prosecute any action that may exist in behalf of the creditors, 
members, policyholders or shareholders of the insurer against any officer of 
the insurer, or any other person; 

(16) Remove any or all records and property of the insurer to the offices of 
the commissioner or to any other place that may be convenient for the 
purposes of efficient and orderly execution of the liquidation. Guaranty 
associations and foreign guaranty associations shall have such reasonable 
access to the records of the insurer as is necessary for them to carry out their 
statutory obligations; 

(17) Deposit in one (1) or more banks in this state the sums required for 
meeting current administration expenses and dividend distributions; 

(18) Invest all sums not currently needed, unless the court orders 
otherwise; 

(19) File any necessary documents for record in the office of any recorder 
of deeds or record office in this state or elsewhere where property of the 
insurer is located; 

(20) Assert all defenses available to the insurer as against third persons, 
including statutes of limitation, statutes of frauds, and the defense of usury. 
A waiver of any defense by the insurer after a petition in liquidation has 
been filed shall not bind the liquidator. Whenever a guaranty association or 
foreign guaranty association has an obligation to defend any suit, the 
liquidator shall give precedence to the obligation and may defend only in the 
absence of a defense by the guaranty associations; 
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(21) Exercise and enforce all the rights, remedies and powers of any 
creditor, shareholder, policyholder or member, including any power to avoid 
any transfer or lien that may be given by the general law and that is not 
included under §§ 56-9-315 — 56-9-317; 

(22) Intervene in any proceeding wherever instituted that might lead to 
the appointment of a receiver or trustee, and act as the receiver or trustee 
whenever the appointment is offered; 

(23) Enter into agreements with any receiver or commissioner of any 
other state relating to the rehabilitation, liquidation, conservation or disso- 
lution of an insurer doing business in both states; and 

(24) Exercise all powers now held or hereafter conferred upon receivers by 
the laws of this state not inconsistent with this chapter. 

(b) The enumeration in this section of the powers and authority of the 
liquidator shall not be construed as a limitation upon the liquidator, nor shall 
it exclude in any manner the liquidator’s right to do other acts not herein 
specifically enumerated or otherwise provided for, that may be necessary or 
appropriate for the accomplishment of or in aid of the purpose of liquidation. 

(c) Notwithstanding the powers of the liquidator as stated in subsections (a) 
and (b), the liquidator has no obligation to defend claims or to continue to 
defend claims subsequent to the entry of a liquidation order. 


History. Section to Section References. 
Acts 1991, ch. 142, § 4. This section is referred to in § 56-9-308. 


Cross-References. 
Distribution of claims, priority, § 56-9-330. 


NOTES TO DECISIONS 


1. Authority Pertaining to Notice Re- submitting notice of a medical incident, which, 
quirements. by terms of the policy, were required to be 
Authority to terminate coverage implicitly performed during the coverage period. State ex 
authorized receiver of medical malpractice in- rel. McReynolds v. United Physicians Ins. Risk 
surer to require the performance within the Retention Group, 921 S.W.2d 176, 1996 Tenn. 
shortened coverage period of all acts, including LEXIS 254 (Tenn. 1996). 


56-9-311. Notice of liquidation order — Method — Contents — Effect of 
notice. 


(a) Unless the court otherwise directs, the liquidator shall give or cause to 
be given notice of the liquidation order as soon as possible by: 

(1) First class mail and either telegram or telephone to the insurance 
commissioner of each jurisdiction in which the insurer is doing business; 

(2) First class mail to any guaranty association or foreign guaranty 
association that is or may become obligated as a result of the liquidation; 

(3) First class mail to all insurance agents of the insurer; 

(4) First class mail to all persons known or reasonably expected to have 
claims against the insurer, including all policyholders, at their last known 
address as indicated by the records of the insurer; and 

(5) Publication in a newspaper of general circulation in the county in 
which the insurer has its principal place of business and in any other 
locations the liquidator deems appropriate. 
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(b) Except as otherwise established by the liquidator with approval of the 
court, notice to potential claimants under subsection (a) shall require claim- 
ants to file with the liquidator their claims, together with proper proofs under 
§ 56-9-324, on or before a date the liquidator shall specify in the notice. The 
liquidator need not require persons claiming cash surrender values or other 
investment values in life insurance and annuities to file a claim. All claimants 
shall have a duty to keep the liquidator informed of any changes of address. 
(c)(1) Notice under subsection (a) to agents of the insurer and to potential 
claimants who are policyholders shall include, where applicable, notice that 
coverage by state guaranty associations may be available for all or part of 
policy benefits in accordance with applicable state guaranty laws. 

(2) The liquidator shall promptly provide to the guaranty associations any 
information concerning the identities and addresses of the policyholders and 
their policy coverages as may be within the liquidator’s possession or control, 
and otherwise cooperate with guaranty associations to assist them in 
providing to the policyholders timely notice of the guaranty associations’ 
coverage of policy benefits, including, as applicable, coverage of claims and 
continuation or termination of coverages. 

(d) If notice is given in accordance with this section, the distribution of 
assets of the insurer under this chapter shall be conclusive with respect to all 
claimants, whether or not they received notice. 


History. 
Acts 1991, ch. 142, § 4. 


Section to Section References. 
This section is referred to in §§ 56-9-312, 
56-9-323, 56-9-326. 


NOTES TO DECISIONS 


Analysis performed during the coverage period. State ex 
rel. McReynolds v. United Physicians Ins. Risk 
Retention Group, 921 S.W.2d 176, 1996 Tenn. 


LEXIS 254 (Tenn. 1996). 
2. Right to notice. 


1. Authority Pertaining to Notice Require- 
ments. 
2. Right to notice. 


1. Authority Pertaining to Notice Re- 
quirements. 

Authority to terminate coverage implicitly 
authorized receiver of medical malpractice in- 
surer to require the performance within the 
shortened coverage period of all acts, including 
submitting notice of a medical incident, which, 
by terms of the policy, were required to be 


A patient’s delay in filing a claim against her 
physician’s liability insurer was excused by the 
fact that she did not receive notice of the 
insurer’s liquidation even though she was en- 
titled to such notice. State ex rel. Sizemore v. 
United Physicians Ins. Risk Retention Group, 
958 S.W.2d 348, 1997 Tenn. App. LEXIS 372 
(Tenn. Ct. App. 1997). 


56-9-312. Notice of liquidation order — Response by agents of insurer 
— Penalty for failure to respond. 


(a)(1) Every person who receives notice in the form prescribed in § 56-9-311 
that an insurer that the person represents as an agent is the subject of a 
liquidation order shall, within thirty (30) days of the notice, provide to the 
liquidator, in addition to the information the person may be required to 
provide pursuant to § 56-9-106, the information in the agent’s records 
related to any policy issued by the insurer through the agent, and, if the 
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agent is a general agent, the information in the general agent’s records 

related to any policy issued by the insurer through an agent under contract 

to the general agent, including the name and address of the subagent. 

(2) A policy shall be deemed issued through an agent if the agent has a 
property interest in the expiration of the policy, or if the agent has had in the 
agent’s possession a copy of the declarations of the policy at any time during 
the life of the policy, except where the ownership of the expiration of the 
policy has been transferred to another. 

(b) Any agent failing to provide information to the liquidator as required in 
subsection (a) may be subject to payment of a penalty of not more than one 
thousand dollars ($1,000) and may have the agent’s licenses suspended, the 
penalty to be imposed after a hearing held by the commissioner. 


History. 
Acts 1991, ch. 142, § 4. 


56-9-313. Effect of issuance of order appointing liquidator — Statute 
of limitation and laches — Standing. 


(a)(1) Upon issuance of an order appointing a liquidator of a domestic 
insurer or of an alien insurer domiciled in this state, no action at law or 
equity or in arbitration shall be brought against the insurer or liquidator, 
whether in this state or elsewhere, nor shall any such existing actions be 
maintained or further presented after issuance of the order. 

(2) The courts of this state shall give full faith and credit to injunctions 
against the liquidator or the company or the continuation of existing actions 
against the liquidator or the company, when the injunctions are included in 
an order to liquidate an insurer issued pursuant to corresponding provisions 
in other states. 

(3) Whenever, in the liquidator’s judgment, protection of the estate of the 

insurer necessitates intervention in an action against the insurer that is 
pending outside this state, the liquidator may intervene in the action. The 
liquidator may defend any action in which the liquidator intervenes under 
this section at the expense of the estate of the insurer. 
(b)(1) The liquidator may, upon or after an order for liquidation, within two 
(2) years or such other longer time as applicable law may permit, institute an 
action or proceeding on behalf of the estate of the insurer upon any cause of 
action against which the period of limitation fixed by applicable law has not 
expired at the time of the filing of the petition upon which the order is 
entered. 

(2) Where, by any agreement, a period of limitation is fixed for instituting 
a suit or proceeding upon any claim, or for filing any claim, proof of claim, 
proof of loss, demand, notice, or the like, or where in any proceeding, judicial 
or otherwise, a period of limitation is fixed, either in the proceeding or by 
applicable law, for taking any action, filing any claim or pleading, or doing 
any act, and where in any such case the period had not expired at the date 
of the filing of the petition, the liquidator may, for the benefit of the estate, 
take any such action or do any such act, required of or permitted to the 
insurer, within a period of one hundred eighty (180) days subsequent to the 
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entry of an order for liquidation, or within a further period as is shown to the 

satisfaction of the court not to be unfairly prejudicial to the other party. 

(c) No statute of limitation or defense of laches shall run with respect to any 
action against an insurer between the filing of a petition for liquidation against 
an insurer and the denial of the petition. Any action against the insurer that 
might have been commenced when the petition was filed may be commenced 
for at least sixty (60) days after the petition is denied. 

(d) Any guaranty association or foreign guaranty association has standing 
to appear in any court proceeding concerning the liquidation of an insurer if 
the association is or may become liable to act as a result of the liquidation. 


History. 
Acts 1991, ch. 142, § 4. 


56-9-314. List of insurer’s assets — Where filed — Liquidation of assets. 


(a) As soon as practicable after the liquidation order, but not later than one 
hundred twenty (120) days thereafter, the liquidator shall prepare in duplicate 
a list of the insurer’s assets. The list shall be amended or supplemented from 
time to time as the liquidator may determine. One (1) copy shall be filed in the 
office of the clerk of the chancery court of Davidson County and one (1) copy 
shall be retained for the liquidator’s files. All amendments and supplements 
shall be similarly filed. 

(b) The liquidator shall reduce the assets to a degree of liquidity that is 
consistent with the effective execution of the liquidation. 

(c) A submission to the court for disbursement of assets in accordance with 
§ 56-9-322 fulfills the requirements of subsection (a). 


History. 
Acts 1991, ch. 142, § 4. 


56-9-315. Fraudulent transfers — Effect — When transfer made. 


(a)(1) Every transfer made or suffered and every obligation incurred by an 
insurer within one (1) year prior to the filing of a successful petition for 
rehabilitation or liquidation under this chapter is fraudulent as to then 
existing and future creditors, if made or incurred without fair consideration, 
or with actual intent to hinder, delay or defraud either existing or future 
creditors. 

(2) Atransfer made or an obligation incurred by an insurer ordered to be 
rehabilitated or liquidated under this chapter, which is fraudulent under 
this section, may be voided by the receiver, except as to a person who in good 
faith is a purchaser, lienor or obligee for a present fair equivalent value, and 
except that any purchaser, lienor or obligee, who in good faith has given a 
consideration less than fair for the transfer, lien or obligation, may retain the 
property, lien or obligation as security for repayment. 

(3) The court may, on due notice, order any such transfer or obligation to 
be preserved for the benefit of the estate, and, in that event, the receiver 
shall succeed to and may enforce the rights of the purchaser, lienor or 
obligee. 

(b)(1) A transfer of property other than real property shall be deemed to be 
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made or suffered when it becomes so far perfected that no subsequent lien 
obtainable by legal or equitable proceedings on a simple contract could 
become superior to the rights of the transferee under § 56-9-317(c). 

(2) A transfer of real property shall be deemed to be made or suffered 
when it becomes so far perfected that no subsequent bona fide purchaser 
from the insurer could obtain rights superior to the rights of the transferee. 

(3) A transfer that creates an equitable lien shall not be deemed to be 
perfected if there are available means by which a legal lien could be created. 

(4) Any transfer not perfected prior to the filing of a petition for liquida- 
tion shall be deemed to be made immediately before the filing of the 
successful petition. 

(5) This subsection (b) shall apply whether or not there are or were 
creditors who might have obtained any liens or persons who might have 
become bona fide purchasers. 

(c) Any transaction of the insurer with a reinsurer shall be deemed 
fraudulent and may be avoided by the receiver under subsection (a) if: 

(1) The transaction consists of the termination, adjustment or settlement 
of a reinsurance contract in which the reinsurer is released from any part of 
its duty to pay the originally specified share of losses that had occurred prior 
to the time of the transactions, unless the reinsurer gives a present fair 
equivalent value for the release; and 

(2) Any part of the transaction took place within one (1) year prior to the 
date of filing of the petition through which the receivership was commenced. 
(d) Every person receiving any property from the insurer or any benefit 

thereof which is a fraudulent transfer under subsection (a) shall be personally 
liable therefor and shall be bound to account to the liquidator. 


History. This section is referred to in §§ 56-9-303, 
Acts 1991, ch. 142, § 4. 56-9-338. 


Section to Section References. 
Sections 56-9-315 — 56-9-317 are referred to 
in §§ 56-9-310, 56-9-323. 


56-9-316. Transfers of property after filing of petition for rehabilita- 
tion or liquidation — Effect. 


(a)(1) After a petition for rehabilitation or liquidation has been filed, a 
transfer of any of the real property of the insurer made to a person acting in 
good faith shall be valid against the receiver if made for a present fair 
equivalent value, or, if not made for a present fair equivalent value, then to 
the extent of the present consideration actually paid therefor, for which 
amount the transferee shall have a lien on the property so transferred. 

(2) The commencement of a proceeding in rehabilitation or liquidation 
shall be constructive notice upon the recording of a copy of the petition for or 
order of rehabilitation or liquidation with the recorder of deeds in the county 
where any real property in question is located. 

(3) The exercise by a court of the United States or any state or jurisdiction 
to authorize or effect a judicial sale of real property of the insurer within any 
county in any state shall not be impaired by the pendency of such a 


29 INSURERS REHABILITATION AND LIQUIDATION ACT 56-9-317 


proceeding unless the copy is recorded in the county prior to the consum- 

mation of the judicial sale. 

(b)(1) After a petition for rehabilitation or liquidation has been filed, and 

before either the receiver takes possession of the property of the insurer or 

an order of rehabilitation or liquidation is granted: 

(A) A transfer of any of the property of the insurer, other than real 
property, made to a person acting in good faith is valid against the receiver 
if made for a present fair equivalent value, or, if not made for a present fair 
equivalent value, then to the extent of the present consideration actually 
paid therefor, for which amount the transferee shall have a lien on the 
property so transferred; 

(B) A person indebted to the insurer or holding property of the insurer 
may, if acting in good faith, pay the indebtedness or deliver the property, 
or any part of the property, to the insurer or upon the insurer’s order, with 
the same effect as if the petition were not pending; 

(C) A person having actual knowledge of the pending rehabilitation or 
liquidation shall be deemed not to act in good faith; and 

(D) A person asserting the validity of a transfer under this section has 
the burden of proof. 

(2) Except as elsewhere provided in this section, no transfer by or on 
behalf of the insurer after the date of the petition for liquidation by any 
person other than the liquidator shall be valid against the liquidator. 

(c) Every person receiving any property from the insurer or any benefit that 
is a fraudulent transfer under subsection (a) is personally liable therefor and 
is bound to account to the liquidator. 

(d) Nothing in this chapter impairs the negotiability of currency or nego- 
tiable instruments. 


History. in §§ 56-9-310, 56-9-323. 
Acts 1991, ch. 142, § 4. This section is referred to in § 56-9-303. 


Section to Section References. 
Sections 56-9-315 — 56-9-317 are referred to 


56-9-317. Preferences — Definition — Avoidance by liquidator — When 
transfer is made or perfected — Liens — Jurisdiction of 
chancery court — Preferences in favor of attorneys or 
insiders of insurer. 


(a)(1) A preference is a transfer of any of the property of an insurer to or for 
the benefit of a creditor, for or on account of an antecedent debt, made or 
suffered by the insurer within one (1) year before the filing of a successful 
petition for liquidation under this chapter, the effect of which transfer may 
be to enable the creditor to obtain a greater percentage of this debt than 
another creditor of the same class would receive. If a liquidation order is 
entered while the insurer is already subject to a rehabilitation order, then 
the transfers shall be deemed preferences if made or suffered within one (1) 
year before the filing of the successful petition for rehabilitation, or within 
two (2) years before the filing of the successful petition for liquidation, 
whichever time is shorter. 
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(2) Any preference may be avoided by the liquidator if: 

(A) The insurer was insolvent at the time of the transfer; 

(B) The transfer was made within four (4) months before the filing of 
the petition; 

(C) The creditor receiving it or to be benefited thereby or the creditor’s 
agent acting with reference thereto had, at the time when the transfer was 
made, reasonable cause to believe that the insurer was insolvent or was 
about to become insolvent; or 

(D) The creditor receiving it was an officer, or any employee or attorney 
or other person who was in fact in a position of comparable influence in the 
insurer to an officer, whether or not the person held the position, or any 
shareholder holding directly or indirectly more than five percent (5%) of 
any class of any equity security issued by the insurer, or any other person, 
firm, corporation, association or aggregation of persons with whom the 
insurer did not deal at arm’s length. 

(3) Where the preference is voidable, the liquidator may recover the 

property or, if it has been converted, its value from any person who has 
received or converted the property, except where a bona fide purchaser or 
lienor has given less than fair equivalent value, the purchaser or lienor shall 
have a lien upon the property to the extent of the consideration actually 
given by the purchaser or lienor. Where a preference by way of lien or 
security title is voidable, the court may on due notice order the lien or title 
to be preserved for the benefit of the estate, in which event the lien or title 
shall pass to the liquidator. 
(b)(1) A transfer of property other than real property shall be deemed to be 
made or suffered when it becomes so far perfected that no subsequent lien 
obtainable by legal or equitable proceedings on a simple contract could 
become superior to the rights of the transferee. 

(2) A transfer of real property shall be deemed to be made or suffered 
when it becomes so far perfected that no subsequent bona fide purchaser 
from the insurer could obtain rights superior to the rights of the transferee. 

(3) A transfer that creates an equitable lien shall not be deemed to be 
perfected if there are available means by which a legal lien could be created. 

(4) A transfer not perfected prior to the filing of a petition for liquidation 
shall be deemed to be made immediately before the filing of the successful 
petition. 

(5) This subsection (b) shall apply whether or not there are or were 

creditors who might have obtained liens or persons who might have become 
bona fide purchasers. 
(c)(1) A lien obtainable by legal or equitable proceedings upon a simple 
contract is one arising in the ordinary course of the proceedings upon the 
entry or docketing of a judgment or decree, or upon attachment, garnish- 
ment, execution, or like process, whether before, upon, or after judgment or 
decree and whether before or upon levy. It does not include liens which under 
applicable law are given a special priority over other liens that are prior in 
time. 

(2) A lien obtainable by legal or equitable proceedings could become 
superior to the rights of a transferee, or a purchaser could obtain rights 
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superior to the rights of a transferee within the meaning of subsection (b), if 
the consequences would follow only from the lien or purchase itself, or from 
the lien or purchase followed by any step wholly within the control of the 
respective lienholder or purchaser, with or without the aid of ministerial 
action by public officials. Such a lien could not, however, become superior 
and such a purchase could not create superior rights for the purpose of 
subsection (b) through any acts subsequent to the obtaining of such a lien or 
subsequent to such a purchase that require the agreement or concurrence of 
any third party or that require any further judicial action or ruling. 

(d) Atransfer of property for or on account of a new and contemporaneous 
consideration, which is deemed under subsection (b) to be made or suffered 
after the transfer because of delay in perfecting it, does not thereby become a 
transfer for or on account of an antecedent debt if any acts required by the 
applicable law to be performed in order to perfect the transfer as against liens 
or bona fide purchasers’ rights are performed within twenty-one (21) days or 
any period expressly allowed by the law, whichever is less. A transfer to secure 
a future loan, if such a loan is actually made, or a transfer that becomes 
security for a future loan, shall have the same effect as a transfer for or on 
account of a new and contemporaneous consideration. 

(e) If any lien deemed voidable under subdivision (a)(2) has been dissolved 
by the furnishing of a bond or other obligation, the surety on which has been 
indemnified directly or indirectly by the transfer of, or the creation of, a lien 
upon any property of an insurer before the filing of a petition under this 
chapter that results in a liquidation order, the indemnifying transfer or lien 
shall also be deemed voidable. 

(f) The property affected by any lien deemed voidable under subsections (a) 
and (e) shall be discharged from the lien, and that property and any of the 
indemnifying property transferred to or for the benefit of a surety shall pass to 
the liquidator, except that the court may, on due notice, order any such lien to 
be preserved for the benefit of the estate, and the court may direct that the 
conveyance be executed as may be proper or adequate to evidence the title of 
the liquidator. 

(g) The chancery court of Davidson County has summary jurisdiction of any 
proceeding by the liquidator to hear and determine the rights of any parties 
under this section. Reasonable notice of any hearing in the proceeding shall be 
given to all parties in interest, including the obligee of a releasing bond or 
other like obligation. Where an order is entered for the recovery of indemni- 
fying property in kind or for the avoidance of an indemnifying lien, the court, 
upon application of any party in interest, shall in the same proceeding 
ascertain the value of the property or lien, and if the value is less than the 
amount for which the property is indemnified or than the amount of the lien, 
the transferee or lienholder may elect to retain the property or lien upon 
payment of its value, as ascertained by the court, to the liquidator, within 
reasonable times as the court shall fix. 

(h) The liability of the surety under a releasing bond or other like obligation 
is discharged to the extent of the value of the indemnifying property recovered 
or the indemnifying lien nullified and avoided by the liquidator, or, where the 
property is retained under subsection (g), to the extent of the amount paid to 
the liquidator. 
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(i) If a creditor has been preferred, and afterward in good faith gives the 
insurer further credit without security of any kind, for property that becomes 
a part of the insurer’s estate, the amount of the new credit remaining unpaid 
at the time of the petition may be set off against the preference that would 
otherwise be recoverable from the creditor. 

(j) If an insurer, directly or indirectly, within four (4) months before the 
filing of a successful petition for liquidation under this chapter, or at any time 
in contemplation of a proceeding to liquidate it, pays money or transfers 
property to an attorney for services rendered or to be rendered, the transac- 
tions may be examined by the court on its own motion or shall be examined by 
the court on petition of the liquidator and shall be held valid only to the extent 
of a reasonable amount to be determined by the court, and the excess may be 
recovered by the liquidator for the benefits of the estate; provided, that where 
the attorney is in a position of influence in the insurer or an affiliate thereof, 
payment of any money or the transfer of any property to the attorney for 
services rendered or to be rendered shall be governed by subdivision (a)(2)(D). 

(k)(1) Every officer, manager, employee, shareholder, member, subscriber, 
attorney or any other person acting on behalf of the insurer who knowingly 
participates in giving any preference, when the person has reasonable cause 
to believe the insurer is, or is about to become, insolvent at the time of the 
preference, is personally liable to the liquidator for the amount of the 
preference. It is permissible to infer that there is a reasonable cause to so 
believe if the transfer was made within four (4) months before the date of 
filing of the successful petition for liquidation. 

(2) Every person receiving any property from the insurer or the benefit of 
the property as a preference voidable under subsection (a) is personally 
liable therefor and is bound to account to the liquidator. 

(3) Nothing in this subsection (k) shall prejudice any other claim by the 
liquidator against any person. 


History. This section is referred to in § 56-9-315. 


Acts 1991, ch. 142, § 4. 
cts . § Collateral References. 


Section to Section References. Validity, construction, and application of Uni- 
Sections 56-9-315 — 56-9-317 are referred to form Insurers Liquidation Act. 44 A.L.R.5th 
in §§ 56-9-310, 56-9-323. 


56-9-318. Claims of creditors. 


(a) No claims of a creditor who has received or acquired a preference, lien, 
conveyance, transfer, assignment or encumbrance voidable under this chapter 
shall be allowed unless the creditor surrenders the preference, lien, convey- 
ance, transfer, assignment or encumbrance. If the avoidance is effected by a 
proceeding in which a final judgment has been entered, the claim shall not be 
allowed unless the money is paid or the property is delivered to the liquidator 
within thirty (30) days from the date of the entering of the final judgment, 
except that the court having jurisdiction over the liquidation may allow further 
time if there is an appeal or other continuation of the proceeding. 

(b) A claim allowable under subsection (a) by reason of the avoidance, 
whether voluntary or involuntary, or a preference, lien, conveyance, transfer, 
assignment or encumbrance, may be filed as an excused late filing under 
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§ 56-9-323, if filed within thirty (30) days from the date of the avoidance, or 
within the further time allowed by the court under subsection (a). 


History. Section to Section References. 
Acts 1991, ch. 142, § 4. This section is referred to in § 56-9-323. 


56-9-319. Mutual debts and credits — When offset allowed. 


(a) In all cases of mutual debts or mutual credits between the insurer and 
another person in connection with any action or proceeding under this chapter, 
the credits and debts shall be set off and the balance only shall be allowed or 
paid, except as provided in subsection (b). 

(b) No offset shall be allowed in favor of any such person where: 

(1) The obligation of the insurer to the person would not, at the date of the 
entry of any liquidation order or otherwise, as provided in this chapter, 
entitle the person to share as a claimant in the assets of the insurer; 

(2) The obligation of the insurer to the person was purchased by or 
transferred to the person with a view of its being used as an offset; or 

(3) The obligation of the person is to pay an assessment levied against the 
subscribers of a reciprocal insurer, or is to pay a balance upon the subscrip- 
tion to the capital stock of a stock insurer. 


History. Section to Section References. 
Acts 1991, ch. 142, § 4. This section is referred to in § 56-9-338. 


56-9-320. Assessment — Liquidator to make report to court — Levy of 
assessment on members of insurer — Enforcement. 


(a) As soon as practicable, but not more than two (2) years from the date of 
an order of liquidation under § 56-9-307 of an insurer issuing assessable 
policies, the liquidator shall make a report to the court setting forth: 

(1) The reasonable value of the assets of the insurer; 

(2) The insurer’s probable total liabilities; 

(3) The probable aggregate amount of the assessment necessary to pay all 
claims of creditors and expenses in full, including expenses of administration 
and costs of collecting the assessment; and 

(4) Arecommendation as to whether or not an assessment should be made 
and in what amount. 

(b)(1) Upon the basis of the report provided in subsection (a), including any 

supplements and amendments thereto, the chancery court of Davidson 

County may levy one (1) or more assessments against all members of the 

insurer who are subject to assessment. 

(2) Subject to any applicable legal limits on assessability, the aggregate 
assessment shall be for the amount that the sum of the probable liabilities, 
the expenses of administration, and the estimated cost of collection of the 
assessment exceeds the value of existing assets, with due regard being given 
to assessments that cannot be collected economically. 

(c) After levy of assessment under subsection (b), the liquidator shall issue 
an order directing each member who has not paid the assessment pursuant to 
the order to show cause why the liquidator should not pursue a judgment 
therefor. 
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(d) The liquidator shall give notice of the order to show cause by publication 
and by first class mail to each member liable thereunder mailed to the 
member’s last known address as it appears on the insurer’s records, at least 
twenty (20) days before the return day of the order to show cause. 

(e)(1) If a member does not appear and serve duly verified objections upon 

the liquidator on or before the return day of the order to show cause under 

subsection (c), the court shall make an order adjudging the member liable for 
the amount of the assessment against the member pursuant to subsection 

(c), together with costs, and the liquidator shall have a judgment against the 

member therefor. 

(2) If, on or before the return day, the member appears and serves duly 
verified objections upon the liquidator, the commissioner may hear and 
determine the matter or may appoint a referee to hear it and make the order 
as the facts warrant. In the event that the commissioner determines that the 
objections do not warrant relief from assessment, the member may request 
the court to review the matter and vacate the order to show cause. 

(f) The liquidator may enforce any order or collect any judgment under 
subsection (e) by any lawful means. 


History. 
Acts 1991, ch. 142, § 4. 


56-9-321. Obligation to pay earned premiums to insurer — Penalties 
for failure to pay — Proceedings to collect unpaid premi- 
ums — Appeal from proceedings — Limitations on claims 
of insurer against insured. 


(a)(1) An agent, broker, premium finance company, or any other person, 
other than the insured, responsible for the payment of a premium is 
obligated to pay any earned premium due the insurer at the time of the 
declaration of insolvency, as shown on the records of the insurer. The 
liquidator also has the right to recover from the person any part of an 
unearned premium that represents commission of the person. Credits or 
setoffs, or both, shall be allowed to an agent, broker, or premium finance 
company for any amounts advanced to the insurer by the agent, broker, or 
premium finance company on behalf of, but in the absence of a payment by, 
the insured. 

(2) An insured shall be obligated to pay any unpaid earned premium due 
the insurer at the time of the declaration of insolvency, as shown on the 
records of the insurer. 

(b) Upon satisfactory evidence of a violation of this section, the commis- 
sioner may pursue either one (1) or both of the following courses of action: 

(1) Suspend or revoke or refuse to renew the licenses of the offending 
party or parties; and 

(2) Impose a penalty of not more than one thousand dollars ($1,000) for 
each and every act in violation of this section by the offending party or 
parties. | 
(c) Before the commissioner takes any action as set forth in subsection (b), 

the commissioner shall give written notice to the person, company, association 
or exchange accused of violating the law, stating specifically the nature of the 
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alleged violation, and fixing a time and place, at least ten (10) days thereafter, 
when a hearing on the matter shall be held. After the hearing, or upon failure 
of the accused to appear at the hearing, the commissioner, if the commissioner 
finds a violation, shall impose any of the penalties under subsection (b) as the 
commissioner deems advisable. 

(d) When the commissioner takes action in any or all of the ways set out in 
subsection (b), the party aggrieved may appeal from the action to the chancery 
court of Davidson County. 

(e) With respect to any policy of insurance issued or delivered in this state, 
the claims of an insurer declared to be insolvent under the laws of any state, 
or of its liquidator, receiver, statutory successor or other legal representative, 
against the insured or against the agent through whom the policy was written 
are subject to the following limitations: 

(1) The insured is not liable to an insolvent insurer or its legal represen- 
tative for any premium that had not been earned on a pro rata basis as of the 
date the insurer was declared insolvent. In addition, the insured is entitled 
to credit against any obligation owed to the insolvent insurer or its legal 
representative for any unearned premium that has been paid by the insured 
and for which the insured has not been reimbursed by the Tennessee 
insurance guaranty association; and 

(2) The agent through whom the policy was written also is not liable to the 
insolvent insurer or its legal representative for any premiums that had not 
been earned on a pro rata basis as of the date the insurer was declared 
insolvent. The agent is entitled to retain the commission due on earned 
premiums. The insured is entitled to any unearned premium that has been 
collected by the agent but not remitted to the insurer. 


History. form Insurers Liquidation Act. 44 A.L.R.5th 
Acts 1991, ch. 142, § 4. 683. 


Collateral References. 
Validity, construction, and application of Uni- 


56-9-322. Liquidator’s proposal to disburse assets — Required provi- 
sions of proposal — Application to court for approval of 
proposal — Notice of application. 


(a) Within one hundred twenty (120) days of a final determination of 
insolvency of an insurer by a court of competent jurisdiction of this state, the 
liquidator shall make application to the court for approval of a proposal to 
disburse assets out of marshalled assets, from time to time as the assets 
become available, to a guaranty association or foreign guaranty association 
having obligations because of the insolvency. If the liquidator determines that 
there are insufficient assets to disburse, the application required by this 
section shall be considered satisfied by a filing by the liquidator stating the 
reasons for this determination. 

(b) The proposal shall at least include provisions for: 

(1) Reserving amounts for the payment of expenses of administration and 
the payment of claims of secured creditors, to the extent of the value of the 
security held, and claims falling within the priorities established in § 56-9- 
330, Classes 1 and 2; 
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(2) Disbursement of the assets marshalled to date and subsequent dis- 
bursement of assets as they become available; 

(3) Equitable allocation of disbursements to each of the guaranty associa- 
tions and foreign guaranty associations entitled to the disbursements; 

(4) The securing by the liquidator from each of the associations entitled to 
disbursements pursuant to this section of an agreement to return to the 
liquidator the assets, together with income earned on assets previously 
disbursed, as may be required to pay claims of secured creditors and claims 
falling within the priorities established in § 56-9-330 in accordance with the 
priorities. No bond shall be required of any such association; and 

(5) A full report to be made by each association to the liquidator account- 
ing for all assets so disbursed to the association, all disbursements made 
therefrom, any interest earned by the association on the assets and any 
other matter as the court may direct. 

(c) The liquidator’s proposal shall provide for disbursements to the associa- 
tions in amounts estimated at least equal to the claim payments made or to be 
made thereby for which the associations could assert a claim against the 
liquidator, and shall further provide that, if the assets available for disburse- 
ment from time to time do not equal or exceed the amount of the claim 
payments made or to be made by the association, then disbursements shall be 
in the amount of available assets. 

(d) The liquidator’s proposal shall, with respect to an insolvent insurer 
writing life or health insurance or annuities, provide for disbursements of 
assets to any guaranty association or any foreign guaranty association 
covering life or health insurance or annuities or to any other entity or 
organization reinsuring, assuming or guaranteeing policies or contracts of 
insurance under the acts creating the associations. 

(e) Notice of the application shall be given to the association in, and to the 
commissioners of insurance of, each of the states. This notice shall be deemed 
to have been given when deposited in the United States certified mail, first 
class postage prepaid, at least thirty (30) days prior to submission of the 
application to the court. Action on the application may be taken by the court; 
provided, that the above required notice has been given; and provided further, 
that the liquidator’s proposal complies with subdivisions (b)(1) and (2). 


History. Collateral References. 
Acts 1991, ch. 142, § 4. Validity, construction, and application of Uni- 
form Insurers Liquidation Act. 44 A.L.R.5th 


Section to Section References. 


This section is referred to in § 56-9-314. 683. 


56-9-323. Proof of claims — When filed — Late filings. 


(a) Proof of all claims shall be filed with the liquidator in the form required 
by § 56-9-324, on or before the last day for filing specified in the notice 
required under § 56-9-311, except that proof of claims for cash surrender 
values or other investment values in life insurance and annuities need not be 
filed unless the liquidator expressly so requires. 

(b) The liquidator may permit a claimant making a late filing to share in 
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distributions, whether past or future, as if the claimant were not late, to the 
extent that any such payment will not prejudice the orderly administration of 
the liquidation, under the following circumstances: 

(1) The existence of the claim was not known to the claimant and the 
claimant filed the claimant’s claim as promptly as reasonably possible after 
learning of it; 

(2) Atransfer to a creditor was avoided under §§ 56-9-315 — 56-9-317, or 
was voluntarily surrendered under § 56-9-318, and that the filing satisfies 
the conditions of § 56-9-318; and 

(3) The valuation under § 56-9-329 of security held by a secured creditor 
shows a deficiency, which is filed within thirty (30) days after the valuation. 
(c) The liquidator shall permit late filing claims to share in distributions, 

whether past or future, as if they were not late, if the claims are claims of a 
guaranty association or foreign guaranty association for reimbursement of 
covered claims paid or expenses incurred, or both, subsequent to the last day 
for filing where the payments were made and expenses incurred as provided by 
law. 

(d) The liquidator may consider any claim filed late that is not covered by 
subsection (b), and permit it to receive distributions that are subsequently 
declared on any claims of the same or lower priority, if the payment does not 
prejudice the orderly administration of the liquidation. The late-filing claimant 
shall receive, at each distribution, the same percentage of the amount allowed 
on the claimant’s claim as is then being paid to claimants of any lower priority. 
This shall continue until the claimant’s claim has been paid in full. 


History. 
Acts 1991, ch. 142, § 4. 


Section to Section References. 
This section is referred to in §§ 56-9-318, 
56-9-325, 56-9-407. 


NOTES TO DECISIONS 


1. Late Filings. not late, but could, at best, be treated as a Class 
Where an insured failed to file a proof of Six claim under § 56-9-330. State ex rel. Mc- 
claim, he did not meet the requirements for late Reynolds v. United Physicians Ins. Risk Reten- 
filers under subsections (b) or (c) of this section tion Group (In re Valdez), 914 S.W.2d 491, 1995 
and his claim could not be treated as ifit were Tenn. App. LEXIS 162 (Tenn. Ct. App. 1995). 


56-9-324. Proof of claim — Form — Information to be included in form. 


(a) Proof of claim shall consist of a statement, signed by the claimant, that 
includes all of the following that are applicable: 

(1) The particulars of the claim including the consideration given for it; 

(2) The identity and amount of the security on the claim; 

(3) The payments made on the debt, if any; 

(4) That the sum claimed is justly owing and that there is no setoff, 
counterclaim or defense to the claim; 

(5) Any right of priority of payment or other specific right asserted by the 
claimant; 

(6) Acopy of the written instrument which is the foundation of the claim; 
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and 
(7) The name and address of the claimant and the attorney who repre- 
sents the claimant, if any. 

(b) No claim need be considered or allowed if it does not contain all the 
information in subsection (a) that may be applicable. The liquidator may 
require that a prescribed form be used, and may require that other information 
and documents be included. 

(c) At any time the liquidator may request the claimant to present informa- 
tion or evidence supplementary to that required under subsection (a) and may 
take testimony under oath, require production of affidavits or depositions, or 
otherwise obtain additional information or evidence. 

(d) No judgment or order against an insured or the insurer entered after the 
date of filing of a successful petition for liquidation, and no judgment or order 
against an insured or the insurer entered at any time by default or by 
collusion, need be considered as evidence of liability or of the quantum of 
damages. No judgment or order against an insured or the insurer entered 
within four (4) months before the filing of the petition need be considered as 
evidence of liability or of the quantum of damages. 

(e) All claims of a guaranty association or foreign guaranty association shall 
be in the form and contain the substantiation that may be agreed to by the 
association and the liquidator. 


History. 
Acts 1991, ch. 142, § 4. 


Section to Section References. 
This section is referred to in §§ 56-9-311, 
56-9-323, 56-9-407. 


56-9-325. Contingent claims — Claims made under employment con- 
tracts. 


(a) The claim of a third party which is contingent only on the third party’s 
first obtaining a judgment against the insured shall be considered and allowed 
as if there were no such contingency. 

(b) Aclaim may be allowed even if contingent, if it is filed in accordance with 
§ 56-9-323. It may be allowed and may participate in all distributions declared 
after it is filed to the extent that it does not prejudice the orderly administra- 
tion of the liquidation. 

(c) Claims that are due except for the passage of time shall be treated as 
absolute claims are treated, except that the claims may be discounted at the 
legal rate of interest. 

(d) Claims made under employment contracts by directors, principal offi- 
cers, or persons in fact performing similar functions or having similar powers 
are limited to payment for services rendered prior to the issuance of any order 
of rehabilitation or liquidation under § 56-9-302 or § 56-9-307. 


History. 
Acts 1991, ch. 142, § 4. 


39 INSURERS REHABILITATION AND LIQUIDATION ACT 56-9-326 


56-9-326. Third party actions against insureds — Claims by insured — 
Allowance of claim by insured — Multiple claims under 
one policy. 


(a) Whenever any third party asserts a cause of action against an insured of 
an insurer in liquidation, the third party may file a claim with the liquidator. 
(b) Whether or not the third party files a claim, the insured may file a claim 
on the insured’s own behalf in the liquidation. If the insured fails to file a claim 
by the date for filing claims specified in the order of liquidation or within sixty 
(60) days after mailing of the notice required by § 56-9-311, whichever is later, 
the insured is an unexcused late filer. 
(c)(1) The liquidator shall make the liquidator’s recommendations to the 
court under § 56-9-331, for the allowance of an insured’s claim under 
subsection (b) after consideration of the probable outcome of any pending 
action against the insured on which the claim is based, the probable 
damages recoverable in the action and the probable costs and expenses of 
defense. After allowance by the court, the liquidator shall withhold any 
dividends payable on the claim, pending the outcome of litigation and 
negotiation with the insured. Whenever it seems appropriate, the liquidator 
shall reconsider the claim on the basis of additional information and amend 
the liquidator’s recommendations to the court. The insured shall be afforded 
the same notice and opportunity to be heard on all changes in the recom- 
mendation as in its initial determination. 
(2)(A) The court may amend its allowance as it thinks appropriate. As 
claims against the insured are settled or barred, the insured shall be paid 
from the amount withheld the same percentage dividend as was paid on 
other claims of like property, based on the lesser of: 

(i) The amount actually recovered from the insured by action or paid by 
agreement plus the reasonable costs and expense of defense; or 

Gi) The amount allowed on the claims by the court. 

(B) After all claims are settled or barred, any sum remaining from the 
amount withheld shall revert to the undistributed assets of the insurer. 
Delay in final payment under this subsection (c) is not a reason for 
unreasonable delay of final distribution and discharge of the liquidator. 

(d) If several claims founded upon one (1) policy are filed, whether by third 
parties or as claims by the insured under this section, and the aggregate 
allowed amount of the claims to which the same limit of liability in the policy 
is applicable exceeds that limit, each claim as allowed shall be reduced in the 
same proportion so that the total equals the policy limit. Claims by the insured 
shall be evaluated as in subsection (c). If any insured’s claim is subsequently 
reduced under subsection (c), the amount thus freed shall be apportioned 
ratably among the claims that have been reduced under this subsection (d). 

(e) No claim may be presented under this section if it is or may be covered 
by any guaranty association or foreign guaranty association. 


History. Section to Section References. 
Acts 1991, ch. 142, § 4. This section is referred to in § 56-9-307. 
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56-9-327. Denial of claim by liquidator — Notice — Hearing — Final 
disposition — Rules of procedure. y 


(a) When a claim is denied in whole or in part by the liquidator, written 
notice of the determination shall be given to the claimant or the claimant’s 
attorney by first class mail at the address shown in the proof of claim. Within 
thirty (30) days from the mailing of the notice, the claimant may file objections 
with the liquidator. Any filed objections shall clearly set out all facts and the 
legal basis, if any, for the objections and the reasons why the claim should be 
allowed. If no such filing is made, the determination is final. 

(b) Whenever objections are filed with the liquidator and the liquidator does 
not alter the determination of the claim as a result of the objections, the 
liquidator shall ask the court for a hearing as soon as practicable and give 
notice of the hearing by first class mail to the claimant or the claimant’s 
attorney and to any other persons directly affected, not less than ten (10) nor 
more than thirty (30) days before the date of the hearing. The matter may be 
heard by the court or by a court-appointed referee. The hearing shall be 
conducted on the record in an informal manner and the formal rules of 
evidence and civil procedure need not be strictly applied. Hearings shall be 
held without a jury. Prehearing discovery shall be limited to the pretrial 
discovery as expressly permitted in arbitration proceedings under title 29, 
chapter 5. 

(c) When a disputed claim is heard by a referee, the referee shall submit 
written findings of fact and conclusions of law, together with the recommen- 
dation for disposition to the court. The referee’s recommendation shall become 
the final judgment of the court, unless objections to the referee’s recommen- 
dation are filed by the liquidator or a claimant with the court within fifteen (15) 
days after the recommendation is mailed to the liquidator and claimant. 

(d) The final disposition by the court of a disputed claim, whether after a 
hearing by the court or after a recommendation by a referee, shall be deemed 
a final judgment for purposes of appeal. 

(e) The courts of this state may make special rules of procedure for disputed 
claims, if such rules are not inconsistent with this chapter. 


History. 
Acts 1991, ch. 142, § 4; 1999, ch. 348, § 2. 


Compiler’s Notes. 

Acts 1999, ch. 348, § 5, provided that every 
proceeding heretofore commenced under the 
laws in effect before June 14, 1999, shall be 
deemed to have commenced under this section 
for the purpose of conducting the proceeding 


henceforth, except that, in the discretion of the 
commissioner, the proceeding may be contin- 
ued, in whole or in part, as it would have been 
continued had this act not been enacted. 


Section to Section References. 
This section is referred to in §§ 56-9-331, 
56-9-407. 


56-9-328. Claims of creditors secured by undertakings of other per- 
sons. 


(a) Whenever a creditor whose claim against an insurer is secured, in whole 
or in part, by the undertaking of another person fails to prove and file that 
claim, the other person may do so in the creditor’s name, and shall be 
subrogated to the rights of the creditor, whether the claim has been filed by the 
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creditor or by the other person in the creditor’s name, to the extent that the 
other person discharges the undertaking. 
(b)(1) In the absence of an agreement with the creditor to the contrary, the 
other person shall not be entitled to any distribution, however, until the 
amount paid to the creditor on the undertaking plus the distributions paid 
on the claim from the insurer’s estate to the creditor equals the amount of 
the entire claim of the creditor. 
(2) Any excess received by the creditor shall be held by the creditor in 
trust for such other person. 
(c) “Other person,” as used in this section, is not intended to apply to a 
guaranty association or foreign guaranty association. 


History. Section to Section References. 
Acts 1991, ch. 142, § 4. This section is referred to in § 56-9-409. 


56-9-329. Valuation of security held by secured creditors. 


(a) The value of any security held by a secured creditor shall be determined 
in one (1) of the following ways, as the court may direct: 

(1) By converting the same into money according to the terms of the 
agreement pursuant to which the security was delivered to the creditors; or 

(2) By agreement, arbitration, compromise or litigation between the 
creditor and the liquidator. 

(b) The determination shall be under the supervision and control of the 
court with due regard for the recommendation of the liquidator. The amount so 
determined shall be credited upon the secured claim, and any deficiency shall 
be treated as an unsecured claim. If the claimant surrenders the claimant’s 
security to the liquidator, the entire claim shall be allowed as if unsecured. 


History. Section to Section References. 
Acts 1991, ch. 142, § 4. This section is referred to in § 56-9-323. 


56-9-330. Distribution of claims — Priority. 


(a) The priority of distribution of claims from the insurer’s estate shall be in 
accordance with the order in which each class of claims is set forth in this 
section. Every claim in each class shall be paid in full or adequate funds 
retained for the payment before the members of the next class receive any 
payment. No subclasses shall be established within any class. The order of 
distribution of claims is: 

(1) Class 1. The costs and expenses of administration during rehabilita- 
tion and liquidation, including, but not limited to, the following: 

(A) The actual and necessary costs of preserving or recovering the 
assets of the insurer; 

(B) Compensation for all authorized services rendered in the rehabili- 
tation and liquidation; 

(C) Any necessary filing fees; 

(D) The fees and mileage payable to witnesses; 

(E) Authorized reasonable attorney’s fees and other professional ser- 
vices rendered in the rehabilitation and liquidation; and 

(F) The reasonable expenses of a guaranty association or foreign 
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guaranty association for unallocated loss adjustment expenses; 

(2) Class 2. All claims under policies, including the claims of the federal 
or any state or local government for losses incurred (loss claims), including 
third party claims and all claims of a guaranty association or foreign 
guaranty association. All claims under life insurance and policies and 
annuities, which, for purposes of this section only, shall include guaranteed 
investment contracts and funding agreements, whether for death proceeds, 
annuity proceeds, or investment values shall be treated as loss claims. That 
portion of any loss, indemnification for which is provided by other benefits or 
advantages recovered by the claimant, shall not be included in this class, 
other than benefits or advantages recovered or recoverable in the discharge 
of familial obligation of support or by way of succession at death or as 
proceeds of life insurance, or as gratuities. No payment by an employer to 
the employer’s employee shall be treated as a gratuity; 

(3) Class 3. Claims of the federal government, including those that 
otherwise would be within Class 5, but not including claims that are within 
Class 2; 

(4) Class 4. Reasonable compensation to employees for services per- 
formed to the extent that they do not exceed two (2) months of monetary 
compensation and represent payment for services performed within one (1) 
year before the filing of the petition for liquidation or, if rehabilitation 
preceded liquidation, within one (1) year before the filing of the petition for 
rehabilitation. Principal officers and directors are not entitled to the benefit 
of this priority except as otherwise approved by the liquidator and the court. 
The priority is in lieu of any other similar priority that may be authorized by 
law as to wages or compensation of employees; 

(5) Class 5. Claims under nonassessable policies for unearned premium 
or other premium refunds, claims of general creditors, including claims of 
ceding and assuming companies in their capacity as such, and every claim 
arising under an unallocated annuity contract, except unallocated annuity 
contracts and defined government contribution plans qualified under 
§ 403(b) of the Internal Revenue Code (26 U.S.C. § 403(b)), issued in 
connection with a separate account agreement providing, in effect, that the 
assets in the separate account shall not be chargeable with liabilities arising 
out of any other business of the insurer, to the extent that the claim is not 
satisfied and fully discharged out of the assets of the separate account equal 
to the reserves maintained in the account for the agreement; 

(6) Class 6. Claims of any state or local government except those under 
Class 2. Claims, including those of any state and local governmental body for 
a penalty or forfeiture, shall be allowed in this class only to the extent of the 
pecuniary loss sustained from the act, transaction, or proceeding out of 
which the penalty or forfeiture arose, with reasonable and actual costs 
occasioned thereby. The remainder of the claims shall be postponed to the 
class of claims under subdivision (a)(9); 

(7) Class 7. Claims filed late or any other claims other than claims under 
subdivisions (a)(8) and (9); 

(8) Class 8. Surplus or contribution notes, or similar obligations, and 
premium refunds on assessable policies. Payments to members of domestic 
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mutual insurance companies shall be limited in accordance with law; and 
(9) Class 9. The claims of shareholders or other owners in their capacity 
as shareholders. 

(b) If any classification or priority provided for in subsection (a), or the 
application of the classification or priority to any person or circumstances, is 
held to be unconstitutional or otherwise invalid, the invalidity shall not affect 
the remaining portions or applications of subsection (a) that can be given effect 
without the invalid portion or application. 


History. shall apply to all existing insolvencies and 
Acts 1991, ch. 142, § 4; 1993, ch. 253, § 21; insolvencies occurring after May 8, 1997. 


1997, ch. 188, §§ 1-9; 2001, ch. 91, § 1. 
Section to Section References. 


Compiler’s Notes. This section is referred to in §§ 56-9-310, 
Acts 1997, ch. 188, § 10 provides that the 56.9-322, 56-9-406, 56-9-410, 56-12-110. 
priority of distributions stated in this section 


NOTES TO DECISIONS 


1. Class Six. could, at best, be treated as a Class Six claim 
Where an insured failed to file a proof of | under T.C.A. § 56-9-330. State ex rel. McReyn- 
claim, he did not meet the requirements for late olds v. United Physicians Ins. Risk Retention 
filers under § 56-9-323(b) or (c) and his claim Group (In re Valdez), 914 S.W.2d 491, 1995 
could not be treated as if it were not late, but Tenn. App. LEXIS 162 (Tenn. Ct. App. 1995). 


56-9-331. Liquidator’s report on claims — Review of report by court — 
When liquidator may treat claims as allowed. 


(a) The liquidator shall review all claims duly filed in the liquidation and 
shall make further investigation as the liquidator deems necessary. The 
liquidator may compound, compromise or in any other manner negotiate the 
amount for which claims will be recommended to the court, except where the 
liquidator is required by law to accept claims as settled by any person or 
organization, including any guaranty association or foreign guaranty associa- 
tion. Unresolved disputes shall be determined under § 56-9-327. As soon as 
practicable, the liquidator shall present to the court a report of the claims 
against the insurer with the liquidator’s recommendations. The report shall 
include the name and address of each claimant and the amount of the claim 
finally recommended, if any. If the insurer has issued annuities or life 
insurance policies, the liquidator shall report the persons to whom, according 
to the records of the insurer, amounts are owed as cash surrender values or 
other investment value and the amounts owed. 

(b) The court may approve, disapprove or modify the report on claims by the 
liquidator. Such reports as are not modified by the court within a period of sixty 
(60) days following submission by the liquidator shall be treated by the 
liquidator as allowed claims, subject thereafter to later modification or to 
rulings made by the court pursuant to § 56-9-327. No claim under a policy of 
insurance shall be allowed for an amount in excess of the applicable policy 
limits. 


History. Section to Section References. 
Acts 1991, ch. 142, § 4. This section is referred to in §§ 56-9-326, 
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56-9-407. 


56-9-332. Payment of distributions by liquidator. 


Under the direction of the court, the liquidator shall pay distributions in a 
manner that will assure the proper recognition of priorities and a reasonable 
balance between the expeditious completion of the liquidation and the protec- 
tion of unliquidated and undetermined claims, including third party claims. 
Distribution of assets in kind may be made at valuations set by agreement 
between the liquidator and the creditor and approved by the court. 


History. 
Acts 1991, ch. 142, § 4. 


56-9-333. Unclaimed funds — Disposition. 


(a) All unclaimed funds subject to distribution remaining in the liquidator’s 
hands when the liquidator is ready to apply to the court for discharge, 
including the amount distributable to any creditor, shareholder, member or 
other person who is unknown or cannot be found, shall be deposited with the 
state treasurer, and shall be paid without interest to the person entitled 
thereto or that person’s legal representative upon proof satisfactory to the 
state treasurer of the person’s right thereto. Any amount on deposit not 
claimed within six (6) years from the discharge of the liquidator shall be 
deemed to have been abandoned and shall be escheated without formal escheat 
proceedings and be deposited with the general fund. Alternatively, the liqui- 
dator may elect to apply to the court for authority to hold the unclaimed funds 
subject to distribution for a period of two (2) years. Thereafter, any unclaimed 
funds may be distributed to approved claimants who have previously received 
a distribution, if it is economically feasible for the liquidator to make the 
distribution, or the liquidator may apply to the court for permission for the 
funds to be held by the commissioner for the purpose of defraying the costs and 
expenses of administration of other insolvent insurers for which there are 
insufficient assets to fund the costs and expenses of administration. With the 
approval of the supervising court, the liquidator may deposit unclaimed and 
withheld funds into a segregated account to be known as the closed estate 
fund, hereinafter the “fund.” The commissioner may thereafter use moneys 
held in the account to fund the administrative expenses of proceedings against 
persons subject to this chapter that lack sufficient assets to fund administra- 
tion. The commissioner shall maintain complete records with respect to all 
transactions involving the fund and shall prepare an annual accounting of the 
fund subject to audit by the comptroller of the treasury. If subsequent to 
disbursement of moneys from the fund, assets of the person become available 
to fund administration, the fund shall be reimbursed before other administra- 
tive expenses are paid. 

(b) All funds withheld under this chapter as a special claim and not 
distributed shall upon discharge of the liquidator be deposited with the state 
treasurer and paid in accordance with a priority of distribution of claims 
established by the liquidator. Any sums remaining that would revert to the 
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undistributed assets of the insurer shall be transferred to the state treasurer 
and become the property of the state under subsection (a), unless the 
commissioner in the commissioner’s discretion petitions the court to reopen the 


liquidation. 


History. 
Acts 1991, ch. 142, § 4; 1999, ch. 348, § 3. 


Compiler’s Notes. 
Acts 1999, ch. 348, § 5, provided that every 
proceeding heretofore commenced under the 


deemed to have commenced under this section 
for the purpose of conducting the proceeding 
henceforth, except that, in the discretion of the 
commissioner, the proceeding may be contin- 
ued, in whole or in part, as it would have been 
continued had this act not been enacted. 


laws in effect before June 14, 1999, shall be 


56-9-334. Application for order of discharge. 


(a) When all assets justifying the expense of collection and distribution have 
been collected and distributed under this chapter, the liquidator shall apply to 
the court for discharge. The court may grant the discharge and make any other 
orders, including an order to transfer any remaining funds that are uneco- 
nomic to distribute, as may be deemed appropriate. 

(b) Any other person may apply to the court at any time for an order under 
subsection (a). If the application is denied, the applicant shall pay the costs and 
expenses of the liquidator in resisting the application, including a reasonable 
attorney’s fee. 


History. 
Acts 1991, ch. 142, § 4. 


56-9-335. Post-liquidation and discharge proceedings. 


After the liquidation proceeding has been terminated and the liquidator 
discharged, the commissioner or other interested party may at any time 
petition the chancery court of Davidson County to reopen the proceedings for 
good cause, including the discovery of additional assets. If the court is satisfied 
that there is justification for reopening, it shall so order. 


History. 
Acts 1991, ch. 142, § 4. 


56-9-336. Records of insurer. 


Whenever it appears to the commissioner that the records of any insurer in 
process of liquidation, or completely liquidated, are no longer useful, the 
commissioner may recommend to the court, and the court shall direct, what 
records should be retained for future reference and what should be destroyed. 


History. 
Acts 1991, ch. 142, § 4. 


56-9-337. Books of receivership — Audit. 


The chancery court of Davidson County may, as it deems desirable, cause 
audits to be made of the books of the commissioner relating to any receivership 
established under this chapter, and a report of each audit shall be filed with the 


56-9-338 INSURANCE 46 


commissioner and with the court. The books, records and other documents of 
the receivership shall be made available to the auditor at any time without 
notice. The expense of each audit shall be considered a cost of administration 
of the receivership. 


History. 
Acts 1991, ch. 142, § 4. 


56-9-338. Netting agreements and qualified financial contracts with 
insurers. 


(a)(1) Notwithstanding any other provision of this chapter, including any 
other provision of this chapter permitting the modification of contracts, or 
any other state law to the contrary, no person shall be stayed or prohibited 
from exercising: 

(A) A contractual right to cause the termination, liquidation, accelera- 
tion, or close-out of obligations under or in connection with any netting 
agreement or qualified financial contract with an insurer because of: 

(i) The insolvency, financial condition, or default of the insurer at any 
time; provided, that, the right is enforceable under another law other 
than this chapter; or 

(ii) The commencement of a formal delinquency proceeding under 
this chapter; 

(B) Any right under a pledge, security, collateral, reimbursement or 
guarantee agreement or arrangement or any other similar security 
arrangement, or arrangement or other credit enhancement relating to one 
(1) or more netting agreements or qualified financial contracts; or 

(C) Subject to § 56-9-319, any right to set off or net out any termination 
value, payment amount, or other transfer obligation arising under or in 
connection with one (1) or more qualified financial contracts where the 
counterparty or its guarantor is organized under the laws of the United 
States or a state or a foreign jurisdiction approved by the Securities 
Valuation Office of the National Association of Insurance Commissioners 
as eligible for netting. 

(2) Notwithstanding any other provision of this chapter, including any 

other provision of this chapter permitting the modification of contracts, or 
any other state law to the contrary, if a counterparty to a master netting 
agreement or a qualified financial contract with an insurer subject to a 
proceeding under this chapter terminates, liquidates, closes out, or acceler- 
ates the agreement or contract, damages shall be measured as of the date or 
dates of termination, liquidation, close-out, or acceleration; the amount of a 
claim for damages shall be actual direct compensatory damages calculated 
in accordance with subsection (f). 
(b)(1) Upon termination of a netting agreement or qualified financial 
contract, the net or settlement amount, if any, owed by a nondefaulting party 
to an insurer against which an application or petition has been filed under 
this chapter shall be transferred to, or on the order of, the receiver for the 
insurer, even if the insurer is the defaulting party, notwithstanding any 
walkaway clause in the netting agreement or qualified financial contract. 
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(2) For purposes of this subsection (b), “walkaway clause” means a 
provision in a netting agreement or a qualified financial contract that, after 
calculation of a value of a party’s position or an amount due to or from one 
of the parties in accordance with its terms upon termination, liquidation, or 
acceleration of the netting agreement or qualified financial contract, either 
does not create a payment obligation of a party or extinguishes a payment 
obligation of a party in whole or in part solely because of the party’s status 
as a nondefaulting party. 

(3) Any limited two-way payment or first method provision in a netting 
agreement or qualified financial contract with an insurer that has defaulted 
shall be deemed to be a full two-way payment or second method provision as 
against the defaulting insurer. Any such property or amount shall, except to 
the extent it is subject to one or more secondary liens or encumbrances, or 
rights of netting or setoff, be a general asset of the insurer. 

(c) In making any transfer of a netting agreement or qualified financial 
contract of an insurer subject to a proceeding under this chapter, the receiver 
shall either: 

(1) Transfer to one party, other than an insurer subject to a proceeding 
under this chapter, all netting agreements and qualified financial contracts 
between a counterparty or any affiliate of the counterparty and the insurer 
that is the subject of the proceeding, including: 

(A) All rights and obligations of each party under each netting agree- 
ment and qualified financial contract; and 

(B) All property, including any guarantees or other credit enhancement, 
securing any claims of each party under each netting agreement and 
qualified financial contract; or 

(2) Transfer none of the netting agreements, qualified financial contracts, 
rights, obligations, or property referred to in subdivision (c)(1), with respect 
to the counterparty and any affiliate of the counterparty. 

(d)(1) Ifa receiver for an insurer makes a transfer of one (1) or more netting 

agreements or qualified financial contracts, then the receiver shall use its 

best efforts to notify any person who is party to the netting agreements or 
qualified financial contracts of the transfer by twelve o’clock (12:00) noon, 
the receiver’s local time, on the business day following the transfer. 

(2) For purposes of this subsection (d), “business day” means a day other 
than a Saturday, Sunday, or any day on which either the New York Stock 
Exchange or the federal reserve bank of New York is closed. 

(e) Notwithstanding any other provision of this chapter, a receiver may not 
avoid a transfer of money or other property arising under or in connection with 
a netting agreement or qualified financial contract, or any pledge, security, 
collateral, or guarantee agreement or any other similar security arrangement 
or credit support document relating to a netting agreement or qualified 
financial contract, that is made before the commencement of a formal delin- 
quency proceeding under this chapter. However, a transfer may be avoided 
under § 56-9-315 if the transfer was made with actual intent to hinder, delay, 
or defraud the insurer, a receiver appointed for the insurer, or existing or 
future creditors. 

(f)(1) In exercising the receiver’s rights of disaffirmance or repudiation with 

respect to any netting agreement or qualified financial contract to which an 
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insurer is a party, the receiver for the insurer shall either: 

(A) Disaffirm or repudiate all netting agreements and qualified finan- 
cial contracts between a counterparty or any affiliate of the counterparty 
and the insurer that is the subject of the proceeding; or 

(B) Disaffirm or repudiate none of the netting agreements and qualified 

financial contracts referred to in subdivision (f)(1)(A), with respect to the 
person or any affiliate of the person. 
(2)(A) Notwithstanding any other provision of this chapter, any claim of a 
counterparty against the estate arising from the receiver’s disaffirmance 
or repudiation of a netting agreement or qualified financial contract that 
has not been previously affirmed in the liquidation or immediately 
preceding conservation or rehabilitation case shall be determined and 
shall be allowed or disallowed as if the claim had arisen before the date of 
the filing of the petition for liquidation or, if a conservation or rehabilita- 
tion proceeding is converted to a liquidation proceeding, as if the claim had 
arisen before the date of the filing of the petition for conservation or 
rehabilitation. The amount of the claim shall be the actual direct compen- 
satory damages determined as of the date of the disaffirmance or repu- 
diation of the netting agreement or qualified financial contract. 

(B) “Actual direct compensatory damages” does not include punitive or 
exemplary damages, damages for lost profit or lost opportunity, or dam- 
ages for pain and suffering, but does include normal and reasonable costs 
of cover or other reasonable measures of damages utilized in the deriva- 
tives, securities, or other market for the contract and agreement claims. 

(g) As used in this section, “contractual right” includes any right set forth in 
a rule or bylaw of a derivatives clearing organization as defined in the 
Commodity Exchange Act (7 U.S.C. § 1a), as amended from time to time, a 
multilateral clearing organization as defined in the Federal Deposit Insurance 
Corporation Improvement Act of 1991 (12 U.S.C. § 4421), as amended from 
time to time, a national securities exchange, a national securities association, 
a securities clearing agency, a contract market designated under the Commod- 
ity Exchange Act (7 U.S.C. § 7b-1), as amended from time to time, a 
derivatives transaction execution facility registered under the Commodity 
Exchange Act (7 U.S.C. § 7a), as amended from time to time, or a board of 
trade as defined in the Commodity Exchange Act (7 U.S.C. § 1a), as amended 
from time to time, or in a resolution of the governing board thereof and any 
right, whether or not evidenced in writing, arising under statutory or common 
law, or under law merchant, or by reason of normal business practice. 

(h) This section shall not apply to persons who are affiliates of the insurer 
that is the subject of the proceeding. 

(i) All rights of counterparties under this chapter shall apply to netting 
agreements and qualified financial contracts entered into on behalf of the 
general account or separate accounts if the assets of each separate account are 
available only to counterparties to netting agreements and qualified financial 
contracts entered into on behalf of such separate account. 


History. 
Acts 2012, ch. 540, § 2. 
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PART 4 
INTERSTATE RELATIONS 


56-9-401. Application of commissioner to act as conservator of alien or 
foreign insurer — Grounds — Notice to insurer — Issuance 
of order by court — Termination of conservation. 


(a) If a domiciliary liquidator has not been appointed, the commissioner 
may apply to the chancery court by verified petition for an order directing the 
commissioner to act as conservator to conserve the property found in this state 
or any other state of an alien insurer not domiciled in this state or property 
found in this state or any other state of a foreign insurer on any one (1) or more 
of the following grounds: 

(1) The insurer is insolvent; 

(2) Any of its property has been sequestered by official action in its 
domiciliary state, or in any other state; 

(3) Enough of its property has been sequestered in a foreign country to 
give reasonable cause to fear that the insurer is or may become insolvent; 

(4)(A) Its certificate of authority to do business in this state has been 

revoked or that none was ever issued; and 

(B) There are residents of this state with outstanding claims or out- 

standing policies. 

(b) When an order is sought under subsection (a), the court shall cause the 
insurer to be given notice and time to respond thereto as is reasonable under 
the circumstances. 

(c) The court may issue the order in whatever terms it shall deem appro- 
priate. The filing or recording of the order with the clerk of the chancery court, 
or the register of deeds of the county in which the principal business of the 
company is located, shall impart the same notice as a deed, bill of sale or other 
evidence of title duly filed or recorded which that register of deeds would have 
imparted. | 

(d) The conservator shall hold and conserve the assets until the time the 
commissioner in the domiciliary state begins formal delinquency proceedings 
against the insurer or until an order terminating conservation is entered 
under subsection (e). Once a delinquency proceeding is instituted in the 
domiciliary state, the conservator may either turn the property over to the 
domiciliary commissioner or petition to be appointed ancillary receiver. If the 
insurer is an alien insurer that has not established a domicile in the United 
States under an appropriate port of entry statute, the conservator may petition 
the court for an order of liquidation under any permissible ground. The 
application may seek, and the order of liquidation shall provide, that all 
property and assets, affairs and claims against the alien insurer shall be 
vested in the liquidator in this state as if the insurer was domiciled in this 
state; provided, that if an order of liquidation of the alien insurer has been 
entered by a court of competent jurisdiction in a reciprocal state, which 
provides for the reciprocal state’s receiver to be treated as if it is the 
domiciliary liquidator, then the order of liquidation in this state shall be issued 
as an order appointing an ancillary receiver. 
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(e) The conservator may at any time petition the court for an order 
terminating conservation of the property of an insurer. If the court finds that 
the conservation is no longer necessary, it shall order that the insurer be 
restored to possession of its property and the control of its business. The court 
may also make a finding and issue an order at any time upon motion of any 
interested party, but if the motion is denied all costs shall be assessed against 


the party. 


History. 
Acts 1991, ch. 142, § 4; 1999, ch. 348, § 4. 


Compiler’s Notes. 

Acts 1999, ch. 348, § 5, provided that every 
proceeding heretofore commenced under the 
laws in effect before June 14, 1999, shall be 
deemed to have commenced under this section 
for the purpose of conducting the proceeding 


Section to Section References. 

This part is referred to in § 56-51-144. 

This section is referred to in §§ 56-9-402, 
56-9-403. 


Collateral References. 

Validity, construction, and application of Uni- 
form Insurers Liquidation Act. 44 A.L.R.5th 
683. 


henceforth, except that, in the discretion of the 
commissioner, the proceeding may be contin- 
ued, in whole or in part, as it would have been 
continued had this act not been enacted. 


56-9-402. Application by commissioner to liquidate assets of foreign or 
alien insurer — Grounds — Notice to insurer — Issuance of 
order by court — Receiver — Payment of claims after 
liquidation. 


(a) If no domiciliary receiver has been appointed, the commissioner may 
apply to the chancery court of Davidson County by verified petition for an order 
directing the commissioner to liquidate the assets found in this state of a 
foreign insurer or an alien insurer not domiciled in this state, on any of the 
following grounds: 

(1) Any of the grounds in § 56-9-301 or § 56-9-306; or 
(2) Any of the grounds specified in § 56-9-401(a)(2)-(4). 

(b) When an order is sought under subsection (a), the court shall cause the 
insurer to be given the notice and time to respond thereto as is reasonable 
under the circumstances. 

(c) Ifit appears to the court that the best interests of creditors, policyholders 
and the public so require, the court may issue an order to liquidate in whatever 
terms it deems appropriate. The filing or recording of the order with the clerk 
of the chancery court of Davidson County, or the recorder of deeds of the county 
in which the principal business of the company is located or the county in 
which its principal office or place of business is located, shall impart the same 
notice as a deed, bill of sale or other evidence of title duly filed or recorded with 
that recorder of deeds would have imparted. 

(d)(1) If a domiciliary liquidator is appointed in a reciprocal state while a 

liquidation is proceeding under this section, the liquidator under this section 

shall thereafter act as ancillary receiver under § 56-9-404. 

(2) If a domiciliary liquidator is appointed in a nonreciprocal state while 

a liquidation is proceeding under this section, the liquidator under this 

section may petition the court for aa to act as ancillary receiver 

under § 56-9-404. 

(e) On the same grounds as are specified in subsection (a), the commissioner 
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may petition any appropriate federal district court to be appointed receiver to 
liquidate that portion of the insurer’s assets and business over which the court 
will exercise jurisdiction, or any lesser part that the commissioner deems 
desirable for the protection of the policyholders and creditors in this state. 

(f) The court may order the commissioner, when the commissioner has 
liquidated the assets of a foreign or alien insurer under this section, to pay 
claims of residents of this state against the insurer under such rules as to the 
liquidation of insurers under this chapter as are otherwise compatible with 
this section. 


History. Section to Section References. 
Acts 1991, ch. 142, § 4. This section is referred to in § 56-9-403. 


56-9-403. Title to insurer’s property — When title vests — Claims. 


(a)(1) The domiciliary liquidator of an insurer domiciled in a reciprocal state 

shall, except as to special deposits and security on secured claims under 

§ 56-9-404(c), be vested by operation of law with the title to all of the assets, 

property, contracts and rights of action, agents, balances, and all of the 

books, accounts and other records of the insurer located in this state. 

(2) The date of vesting is the date of the filing of the petition, if that date 
is specified by the domiciliary law for the vesting of property in the 
domiciliary state. Otherwise, the date of vesting is the date of entry of the 
order directing possession to be taken. 

(3) The domiciliary liquidator has the immediate right to recover balances 
due from agents and to obtain possession of the books, accounts and other 
records of the insurer located in this state. The domiciliary liquidator also 
has the right to recover all other assets of the insurer located in this state, 
subject to § 56-9-404. 

(b)(1) Ifa domiciliary liquidator is appointed for an insurer not domiciled in 

a reciprocal state, the commissioner of this state shall be vested by operation 

of law with the title to all of the property, contracts and right of action, and 

all of the books, accounts and other records of the insurer located in this 
state, at the same time that the domiciliary liquidator is vested with title in 
the domicile. 

(2) The commissioner of this state may petition for a conservation or 
liquidation order under § 56-9-401 or § 56-9-402, or for an ancillary 
receivership under § 56-9-404, or, after approval by the chancery court of 
Davidson County, may transfer title to the domiciliary liquidator, as the 
interests of justice and the equitable distribution of the assets require. 

(c) Claimants residing in this state may file claims with the liquidator or 
ancillary receiver, if any, in this state or with the domiciliary liquidator, if the 
domiciliary law permits. The claims must be filed on or before the last date 
fixed for the filing of claims in the domiciliary liquidation proceedings. 


History. 
Acts 1991, ch. 142, § 4. 
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56-9-404. Ancillary receivers — Duties and powers. 


(a) If a domiciliary liquidator has been appointed for an insurer not 
domiciled in this state, the commissioner may file a petition with the chancery 
court of Davidson County requesting appointment as ancillary receiver in this 
state: 

(1) If the commissioner finds that there are sufficient assets of the insurer 
located in this state to justify the appointment of an ancillary receiver; and 

(2) If the protection of creditors or policyholders in this state so requires. 
(b) The court may issue an order appointing an ancillary receiver in 

whatever terms it deems appropriate. The filing or recording of the order with 
the recorder of deeds in this state imparts the same notice as a deed, bill of sale 
or other evidence of title duly filed or recorded with that recorder of deeds. 

(c)(1) When a domiciliary liquidator has been appointed in a reciprocal 

state, then the ancillary receiver appointed in this state may, whenever 

necessary, aid and assist the domiciliary liquidator in recovering assets of 
the insurer located in this state. 

(2) The ancillary receiver shall, as soon as practicable, liquidate from 
their respective securities those special deposit claims and secured claims 
that are proved and allowed in the ancillary proceedings in this state, and 
shall pay the necessary expenses of the proceedings. The ancillary receiver 
shall promptly transfer all remaining assets, books, accounts and records to 
the domiciliary liquidator. 

(3) Subject to this section, the ancillary receiver and the ancillary receiv- 
er’s deputies have the same powers and are subject to the same duties with 
respect to the administration of assets as a liquidator of an insurer domiciled 
in this state. 

(d) When a domiciliary liquidator has been appointed in this state, ancillary 
receivers appointed in reciprocal states have, as to assets and books, accounts, 
and other records in their respective states, rights, duties and powers corre- 
sponding to those provided in subsection (c) for ancillary receivers appointed in 
this state. 


History. 
Acts 1991, ch. 142, § 4. 


Section to Section References. 
This section is referred to in §§ 56-9-103, 
56-9-402, 56-9-403. 


56-9-405. Institution of proceedings by commissioner upon request 
from officials of other states. 


The commissioner, in the commissioner’s sole discretion, may institute 
proceedings under §§ 56-9-201 and 56-9-202, at the request of the commis- 
sioner or other appropriate insurance official of the domiciliary state of any 
foreign or alien insurer having property located in this state. 


History. Section to Section References. 
Acts 1991, ch. 142, § 4. This section is referred to in § 56-9-103. 
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56-9-406. Liquidation proceedings begun in Tennessee — Where 
claims filed and proved — Effect of ancillary proceedings. 


(a) In a liquidation proceeding begun in this state against an insurer 
domiciled in this state, claimants residing in foreign countries or in states not 
reciprocal states must file claims in this state, and claimants residing in 
reciprocal states may file claims either with the ancillary receivers, if any, in 
their respective states, or with the domiciliary liquidator. Claims must be filed 
on or before the last date fixed for the filing of claims in the domiciliary 
liquidation proceeding. 

(b) Claims belonging to claimants residing in reciprocal states may be 
proved either in the liquidation proceeding in this state as provided in this 
chapter, or in ancillary proceedings, if any, in the reciprocal states. If notice of 
the claims and opportunity to appear and be heard is afforded the domiciliary 
liquidator of this state as provided in § 56-9-407(b), with respect to ancillary 
proceedings, the final allowance of claims by the courts in ancillary proceed- 
ings in reciprocal states shall be conclusive as to amount and as to priority 
against special deposits or other security located in the ancillary states, but 
shall not be conclusive with respect to priorities against general assets under 
§ 56-9-330. 


History. 
Acts 1991, ch. 142, § 4. 


56-9-407. Liquidation proceedings in reciprocal state against insurer 
domiciled therein — Where claims filed and proved. 


(a) In a liquidation proceeding in a reciprocal state against an insurer 
domiciled in that state, claimants against the insurer who reside within this 
state may file claims either with the ancillary receiver, if any, in this state, or 
with the domiciliary liquidator. Claims must be filed on or before the last dates 
fixed for the filing of claims in the domiciliary liquidation proceeding. 

(b) Claims belonging to claimants residing in this state may be proved 
either in the domiciliary state under the law of that state, or in ancillary 
proceedings, if any, in this state. If a claimant elects to prove the claimant’s 
claim in this state, the claimant shall file the claimant’s claim with the 
liquidator in the manner provided in §§ 56-9-323 and 56-9-324. The ancillary 
receiver shall make the ancillary receiver’s recommendation to the court as 
under § 56-9-331. The ancillary receiver shall also arrange a date for hearing 
if necessary under § 56-9-327, and shall give notice to the liquidator in the 
domiciliary state, either by certified mail or by personal service at least forty 
(40) days prior to the date set for hearing. If the domiciliary liquidator, within 
thirty (30) days after the giving of the notice, gives notice in writing to the 
ancillary receiver and to the claimant, either by certified mail or by personal 
service, of the domiciliary liquidator’s intention to contest the claim, the 
domiciliary liquidator shall be entitled to appear or to be represented in any 
proceeding in this state involving the adjudication of the claim. 

(c) The final allowance of the claim by the courts of this state shall be 
accepted as conclusive as to amount and as to priority against special deposits 
or other security located in this state. 
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History. in § 56-9-103. 
Acts 1991, ch. 142, § 4. This section is referred to in § 56-9-406. 


Section to Section References. 
Sections 56-9-407 — 56-9-409 are referred to 


56-9-408. Attachment, garnishment or levy of execution. 


During the pendency in this or any other state of a liquidation proceeding, 
whether called by that name or not, no action or proceeding in the nature of an 
attachment, garnishment or levy of execution shall be commenced or main- 
tained in this state against the delinquent insurer or its assets. 


History. 
Acts 1991, ch. 142, § 4. 


Section to Section References. 
Sections 56-9-407 — 56-9-409 are referred to 
in § 56-9-103. 


56-9-409. Liquidation in this state involving reciprocal state — Order 
of distribution — Priority among owners of special deposit 
claims — Owners of secure claims. 


(a) In a liquidation proceeding in this state involving one (1) or more 
reciprocal states, the order of distribution of the domiciliary state shall control 
as to all claims of residents of this and reciprocal states. All claims of residents 
of reciprocal states shall be given equal priority of payment from general assets 
regardless of where the assets are located. 

(b)(1) The owners of special deposit claims against an insurer for which a 

liquidator is appointed in this or any other state shall be given priority 

against the special deposits in accordance with the statutes governing the 
creation and maintenance of the deposits. 

(2) If there is a deficiency in any deposit, so that the claims secured by it 
are not fully discharged from it, the claimants may share in the general 
assets, but the sharing shall be deferred until general creditors, and also 
claimants against other special deposits who have received smaller percent- 
ages from their respective special deposits, have been paid percentages of 
their claims equal to the percentage paid from the special deposit. 

(c) The owner of a secure claim against an insurer for which a liquidator has 
been appointed in this or any other state may surrender the owner’s security 
and file the owner’s claim as a general creditor, or the claim may be discharged 
by resort to the security in accordance with § 56-9-328, in which case the 
deficiency, if any, shall be treated as a claim against the general assets of the 
insurer on the same basis as claims of unsecured creditors. 


History. in § 56-9-103. 
Acts 1991, ch. 142, § 4. This section is referred to in § 56-12-207. 


Section to Section References. 
Sections 56-9-407 — 56-9-409 are referred to 
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56-9-410. Ancillary receiver — Failure to transfer assets. 


If an ancillary receiver in another state or foreign country, whether called by 
that name or not, fails to transfer to the domiciliary liquidator in this state any 
assets within the ancillary receiver’s control, other than special deposits, 
diminished only by the expenses of the ancillary receivership, if any, the claims 
filed in the ancillary receivership, other than special deposit claims or secured 
claims, shall be placed in the class of claims under § 56-9-330(7). 


History. 
Acts 1991, ch. 142, § 4. 


PART 5 
SUPERVISION 


56-9-501. Part definitions. 


As used in this part, unless the context otherwise requires: 
(1) “Commissioner” means the commissioner of commerce and insurance; 
(2) “Consent” means agreement to administrative supervision by the 
insurer; 
(3) “Department” means the department of commerce and insurance; 
(4) “Exceeded its powers” means the following conditions: 

(A) The insurer has refused to permit examination of its books, papers, 
accounts, records or affairs by the commissioner, the commissioner’s 
deputies, employees or duly commissioned examiners; 

(B) A domestic insurer has unlawfully removed from this state books, 
papers, accounts or records necessary for an examination of the insurer; 

(C) The insurer has failed to promptly comply with the applicable 
financial reporting statutes or rules and departmental requests relating to 
such statutes or rules; 

(D) The insurer has neglected or refused to observe an order of the 
commissioner to make good, within the time prescribed by law, any 
prohibited deficiency in its capital, capital stock or surplus; 

(E) The insurer is continuing to transact insurance or write business 
after its license has been revoked or suspended by the commissioner; 

(F) The insurer, by contract or otherwise, has unlawfully or has, in 
violation of an order of the commissioner, or has, without first having 
obtained written approval of the commissioner if approval is required by 
law: 

(i) Totally reinsured its entire outstanding business; or 
(ii) Merged or consolidated substantially its entire property or busi- 
ness with another insurer; 

(G) The insurer engaged in any transaction in which it is not authorized 
to engage under the laws of this state; or 

(H) The insurer refused to comply with a lawful order of the commis- 
sioner; and 
(5) “Insurer” means and includes every person engaged as indemnitor, 

surety or contractor in the business of entering into contracts of insurance or 
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of annuities, as limited to: 

(A) Any insurer who is doing an insurer business, or has transacted 
insurance in this state, and against whom claims arising from that 
transaction may exist now or in the future; 

(B) Any fraternal benefit society that is subject to chapter 25 of this 
title; and 

(C) Any other person subject to this chapter. 


History. Section to Section References. 
Acts 1991, ch. 142, § 4. This part is referred to in § 56-51-144. 


56-9-502. Applicability. 


This chapter shall apply to: 

(1) All domestic insurers; and 

(2) Any other insurer doing business in this state whose state of domicile 
has asked the commissioner to apply this chapter as regards the insurer. 


History. 
Acts 1991, ch. 142, § 4. 


56-9-503. Administrative supervision of insurers by commissioner — 
Grounds for supervision — Duration of supervision. 


(a) An insurer may be subject to administrative supervision by the commis- 
sioner if, upon examination or at any other time, it appears in the commis- 
sioner’s discretion that: 

(1) The insurer’s condition renders the continuance of its business haz- 
ardous to the public or to its insureds; 

(2) The insurer has exceeded its powers granted under its certificate of 
authority and applicable law; 

(3) The insurer has failed to comply with the applicable provisions of the 
insurance code; 

(4) The business of the insurer is being conducted fraudulently; or 

(5) The insurer gives its consent. 

(b) If the commissioner determines that the conditions set forth in subsec- 

tion (a) exist, the commissioner shall: 

(1) Notify the insurer of the commissioner’s determination; 

(2) Furnish to the insurer a written list of the requirements to abate this 
determination; and 

(3) Notify the insurer that it is under the supervision of the commissioner 
and that the commissioner is applying and effectuating this part. The action 
by the commissioner is subject to review pursuant to applicable state 
administrative procedures under the Uniform Administrative Procedures 

Act, compiled in title 4, chapter 5. 

(c) If placed under administrative supervision, the insurer has sixty (60) 
days, or another period of time as designated by the commissioner, to comply 
with the requirements of the commissioner, subject to this chapter. 

(d) If it is determined, after notice and hearing, that the conditions giving 
rise to the supervision still exist at the end of the supervision period, the 
commissioner may extend the period. 
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(e) If it is determined that none of the conditions giving rise to the 
supervision exist, the commissioner shall release the insurer from supervision. 


History. Section to Section References. 
Acts 1991, ch. 142, § 4. This section is referred to in § 56-11-111. 


56-9-504. Confidentiality of proceedings and records — Access — 
Applicability. 


(a) Notwithstanding any other law and except as set forth in this section, 
proceedings, hearings, notices, correspondence, reports, records and other 
information in the possession of the commissioner or the department relating 
to the supervision of any insurer are confidential except as provided by this 
section. 

(b) The personnel of the department have access to these proceedings, 
hearings, notices, correspondence, reports, records or information as permitted 
by the commissioner. 

(c) The commissioner may open the proceedings or hearings or disclose the 
notices, correspondence, reports, records or information to a department, 
agency or instrumentality of this, or another, state or the United States, if the 
commissioner determines that the disclosure is necessary or proper for the 
enforcement of the laws of this state, another state or the United States. 

(d) The commissioner may open the proceedings or hearings or make public 
the notices, correspondence, reports, records or other information if the 
commissioner deems that it is in the best interest of the public or in the best 
interest of the insurer, its insureds, creditors or the general public. 

(e) This section does not apply to hearings, notices, correspondence, reports, 
records or other information obtained upon the appointment of a receiver for 
the insurer by a court of competent jurisdiction. 

(f) This section does not apply to hearings, notices, correspondence, reports, 
records or other information obtained by the placing under supervision of any 
insurer who derived as of the date of the supervision fifty-one percent (51%) or 
more of its total revenues for the past twelve (12) months from a contract or 
contracts with a governmental entity to provide health care services to 
enrollees in a publicly funded medical assistance program pursuant to title 71. 
In these cases, the hearings, notices, correspondence, reports, records, or other 
information which reflect the financial solvency of the insurer obtained during 
the supervision shall be open to the public under the Tennessee Public Records 
Act, compiled in title 10, chapter 7, unless otherwise required to be maintained 
as confidential under the federal or state law. An insurer within fifteen (15) 
days from the notice of supervision may apply to the court for a stay of 
application of this subsection (f), or for a protective order for particularized 
information that is proprietary in nature, the disclosure of which would be 
injurious to the rehabilitation of the insurer. This subsection (f) shall be stayed 
from the notice of supervision until a court of competent jurisdiction rules on 
the application for a stay or a protective order. 


History. Cross-References. 
Acts 1991, ch. 142, § 4; 2002, ch. 660, § 2. Confidentiality of public records, § 10-7-504. 
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Section to Section References. 
This section is referred to in § 71-5-142. 


56-9-505. Acts the commissioner may prohibit during period of super- 
vision. 


During the period of supervision, the commissioner or the commissioner’s 
designated appointee shall serve as the administrative supervisor. The com- 
missioner may provide that the insurer may not do any of the following things 
during the period of supervision, without the prior approval of the commis- 
sioner or the commissioner’s appointed supervisor: 

(1) Dispose of, convey or encumber any of its assets or its business in 
force; 

(2) Withdraw any of its bank accounts; 

(3) Lend any of its funds; 

(4) Invest any of its funds; 

(5) Transfer any of its property; 

(6) Incur any debt, obligation or liability; 

(7) Merge or consolidate with another company; 

(8) Approve new premiums or renew any policies; 

(9) Enter into any new reinsurance contract or treaty; 

(10) Terminate, surrender, forfeit, convert or lapse any insurance policy, 
certificate or contract, except for nonpayment of premiums due; 

(11) Release, pay or refund premium deposits, accrued cash or loan 
values, unearned premiums, or other reserves on any insurance policy, 
certificate or contract; 

(12) Make any material change in management; or 

(13) Increase salaries and benefits of officers or directors or the preferen- 
tial payment of bonuses, dividends or other payments deemed preferential. 


History. 
Acts 1991, ch. 142, § 4. 


56-9-506. Insurers may contest actions of supervisor. 


During the period of supervision, the insurer may contest an action taken or 
proposed to be taken by the supervisor, specifying the manner wherein the 
action being complained of would not result in improving the condition of the 
insurer. Denial of the insurer’s request upon reconsideration entitles the 
insurer to request a proceeding under the Uniform Administrative Procedures 
Act, compiled in title 4, chapter 5. 


History. 
Acts 1991, ch. 142, § 4. 


56-9-507. Commissioner — Power to institute judicial proceedings. 


Nothing in this chapter precludes the commissioner from initiating judicial 
proceedings to place an insurer in conservation, rehabilitation or liquidation 
proceedings or other delinquency proceedings, however designated under the 
laws of this state, regardless of whether the commissioner has previously 
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initiated administrative supervision proceedings under this chapter against 
the insurer. 


History. 
Acts 1991, ch. 142, § 4. 


56-9-508. Commissioner’s authority to adopt rules. 


The commissioner is empowered to adopt reasonable rules necessary for the 
implementation of this chapter. 


History. 
Acts 1991, ch. 142, § 4. 


56-9-509. Commissioner and supervisor — Meetings to carry out du- 
ties. 


Notwithstanding any other law, the commissioner may meet with a super- 
visor appointed under this chapter and with the attorney or other represen- 
tative of the supervisor, without the presence of any other person, at the time 
of any proceeding or during the pendency of any proceeding held under this 
chapter, to carry out the commissioner’s duties under this chapter or for the 
supervisor to carry out the supervisor’s duties under this chapter. 


History. 
Acts 1991, ch. 142, § 4. 


56-9-510. Commissioner and department — Limitation of liability. 


There shall be no liability on the part of, and no cause of action of any nature 
shall arise against, the commissioner or the department or its employees or 
agents for any action taken by them in the performance of their powers and 
duties under this chapter. 


History. 
Acts 1991, ch. 142, § 4. 


56-9-511. Costs of administrative supervision. 


(a) The commissioner shall have the discretion to require any insurer placed 
under administrative supervision, as authorized by this part, to pay any and 
all appropriate and reasonable costs incurred during the supervision, includ- 
ing, but not limited to: 

(1) The expenses of the commissioner or the commissioner’s designated 
appointee; and 

(2) The compensation of the experts, actuaries and examiners as may be 
contracted for by the commissioner or the commissioner’s designated appoin- 
tee for the purpose of assisting in the supervision. The compensation shall be 
fixed at a reasonable amount commensurate with usual compensation for 
like services and shall not exceed one hundred fifty percent (150%) of the 
compensation and per diem allowances set forth in the guidelines adopted by 
the National Association of Insurance Commissioners. 

(b) The costs of an administrative supervision incurred by the commissioner 
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shall be paid into the department for its use and benefit in meeting the 
expenses and compensation for the persons engaged in the supervision. 


History. 


Acts 2004, ch. 604, § 1. 
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Prerequisites. 
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Part 3. Disclosures of Material Transactions 


Reporting required — Procedures. 
Acquisitions and dispositions. 
Non-renewals, cancellations or revisions. 


PART 1 
GENERAL PROVISIONS 


56-10-101. Right to merge, consolidate or exchange stock. 


By complying with this chapter, a domestic stock insurance company, 
referred to in this chapter as the “domestic company,” may effect: 

(1) A merger or consolidation with one (1) or more domestic stock 
insurance companies, or with one (1) or more foreign stock insurance 
companies, if the merger or consolidation is authorized by the laws of the 
state under which each such foreign company is organized; or 

(2) An exchange of all the outstanding stock of its shareholders with a 
domestic stock corporation, or with a foreign stock corporation authorized to 
do business in this state, if the exchange is authorized by the laws of the 
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state under which the foreign corporation is organized, the domestic or 
foreign corporation being referred to in this chapter as the “acquiring 
corporation,” which acquiring corporation pays or provides the following 
consideration: 

(A) Shares of stock or other securities issued by the acquiring corpora- 

tion; 

(B) Cash; 

(C) Other consideration; or 

(D) Any combination of such stock or other securities, cash or other 


consideration. 
History. Collateral References. 
Acts 1968, ch. 448, § 1; T.C.A., § 56-3601. 44 C.J.S. Insurance §§ 153 et seq., 185 et 


seq. 
Cross-References. q 


Insurance holding company systems, title 56, 
che id, 


Section to Section References. 
This chapter is referred to in §§ 56-1-102, 
56-11-103. 


56-10-102. Procedure for merger, consolidation or exchange of stock. 


The constituent insurance companies may adopt a plan of merger or 
consolidation, or the domestic insurance company and the acquiring corpora- 
tion may adopt a plan of exchange of stock, as provided in §§ 56-10-103 — 
56-10-106. 


History. 
Acts 1968, ch. 448, § 2; T.C.A., § 56-3602. 


56-10-103. Approval of the boards of directors. 


(a) The board of directors of each such corporation shall adopt a resolution 
approved by a majority of the whole board setting forth the proposed plan of 
merger, consolidation or exchange, and directing that it be submitted to a vote 
at a meeting of shareholders, which may be either an annual or a special 
meeting. The plan shall set forth: 

(1) The name of each corporation that is a party to the plan and, if the 
name of any of them has been changed, the name under which it was formed; 
and the name of the surviving corporation or the name, or the method of 
determining the name, of the consolidated corporation; 

(2) The terms and conditions of the proposed merger, consolidation or 
exchange of stock; 

(3) The manner and basis of carrying the merger, consolidation or 
exchange into effect; and 

(4) In the case of a merger, a statement of any amendments or changes in 
the charter of the surviving corporation to be effected by the merger; or in the 
case of a consolidation, all statements required to be included in the charter 
for a new corporation formed pursuant to title 48, chapter 12 or chapter 52, 
as applicable. 

(b) No director, officer, agent or employee of any such corporation shall 
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receive any fee, commission, compensation or other valuable consideration 
whatsoever for in any manner aiding, promoting or assisting in the adoption or 
approval of the plan except as specifically set forth in the plan.” 


History. to in § 56-10-102. 
Acts 1968, ch. 448, § 2; T.C.A., § 56-3603. This section is referred to in § 56-10-104. 


Section to Section References. 
Sections 56-10-103 — 56-10-106 are referred 


56-10-104. Approval of the commissioner. 


(a) The constituent corporations in the case of a merger or consolidation, or 
the domestic company and the acquiring corporation in the case of an exchange 
of stock, shall then submit to the commissioner three (3) copies of the proposed 
plan certified by the president or a vice president of each as having been 
adopted by its board of directors in accordance with § 56-10-103, together 
with: 

(1) Financial statements of the constituent corporations, or of the domes- 
tic company and the acquiring corporation, for its last preceding fiscal year; 

(2) Pro forma financial statements of each such corporation based on the 
assumption that the plan was effective as proposed at the end of the last 
preceding fiscal year of the domestic company; 

(3) An estimate of expenses already incurred and of expenses expected to 
be incurred in connection with the proposed plan; 

(4) A written statement that sets forth for each such corporation the 
proposed changes, if any, in management policies and in the identity of its 
officers and directors, which are initially contemplated should the plan be 
effected as proposed; 

(5) Anonrefundable fee in an amount that the commissioner shall by rule 
establish; and 

(6) Any other information that the commissioner may require with 

respect to the plan. 
(b)(1) The commissioner shall hold a public hearing upon the terms, 
conditions and provisions of the proposed plan of merger, consolidation or 
exchange to determine if it is reasonable, fair and in the public interest. At 
the hearing, the shareholders and the policyholders of each such corporation, 
and any other interested parties, shall have the right to appear and to 
become parties to the proceeding. 

(2) The hearing shall be commenced not less than thirty (30) days after 
the date on which the plan is submitted to the commissioner. The hearing 
shali be held at the place, date and time that the commissioner specifies. 
Notice of the hearing shall be published in a newspaper having general 
circulation in the city or cities wherein are located the principal office of each 
corporation that is a party to the plan, once a week for two (2) successive 
weeks, the last publication of the notice to be not more than two (2) weeks 
prior to the hearing date. Written notice of the hearing shall be mailed at 
least ten (10) days prior to the hearing by each such corporation to each of 
their respective shareholders. All expenses of publication shall be borne as 
specified in the plan. 
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(c) The commissioner shall issue a written order approving the plan as 
submitted to the commissioner, including any modifications that a majority of 
the whole board of directors of each corporation that is a party to the plan 
approves, if the commissioner finds that: 

(1) The plan, including all modifications, if effected, will not tend to affect 
adversely the financial stability, management, general capacity, or intention 
to continue the safe and prudent transaction of insurance business of any 
domestic insurance company that is a party to the plan; 

(2) The fulfillment of the plan will not affect either the contractual 
obligations of any domestic insurance company that is a party to the plan to 
its policyholders, or the ability and tendency of the company to render 
service to its policyholders in the future; and 

(3) The terms and conditions of the plan are consistent with law and are 
fair and reasonable. 

(d) The order of the commissioner approving or disapproving the plan shall 
be filed in conformity with the Uniform Administrative Procedures Act, 
compiled in title 4, chapter 5, within sixty (60) days after the date the plan is 
submitted to the commissioner. The commissioner shall give notice of the order 
to all parties to the proceeding and shall deliver copies thereof to each 
corporation that is a party to the plan. Any party to the proceeding aggrieved 
by the order shall be entitled to a judicial review thereof in accordance with 
provisions of title 27, chapter 9. 


History. This section is referred to in §§ 56-2-210, 
Acts 1968, ch. 448, § 2; impl. am. Acts 1971, 56-10-108, 56-10-110. 

ch. 137, § 2; T.C.A., § 56-3604; Acts 1988, ch. 

663, § 2. 


Section to Section References. 
Sections 56-10-103 — 56-10-106 are referred 
to in § 56-10-102. 


56-10-105. Approval of shareholders. 


The plan as approved by the commissioner shall then be submitted to a vote 
of the shareholders of each corporation that is a party to the plan at an annual 
or special meeting of the shareholders. Written notice of the meeting shall be 
given in the manner required by § 48-17-105, shall state the right of a 
shareholder to dissent and receive fair value for the shareholder’s shares, and 
shall contain a copy or summary of the plan of merger, consolidation, or 
exchange. The plan shall be approved upon receiving the affirmative votes of 
the holders of at least two thirds (%) of the outstanding shares of capital stock 
of each such corporation or of such larger proportion of shares as may be 
specified in the plan. Notwithstanding the approval, and at any time prior to 
the effective date of the plan as provided in § 56-10-109, the plan may be 
abandoned pursuant to provisions therefor, if any, set forth in the plan. 


History. Section to Section References. 
Acts 1968, ch. 448, § 2; impl. am. Acts 1971, Sections 56-10-103 — 56-10-106 are referred 
ch. 137, § 2; T.C.A., § 56-3605. to in § 56-10-102. 
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This section is referred to in § 56-10-107. 


56-10-106. Foreign corporations. ¢ 


(a) If one (1) or more of the constituent corporations to a merger or 
consolidation is a foreign corporation, the merger or consolidation shall be 
carried out in the following manner: 

(1) Each domestic corporation shall comply with this chapter with respect 
to the merger or consolidation of domestic companies, and each foreign 
corporation shall comply with the applicable provisions of the laws of the 
state under which it is organized; and 

(2) Ifthe surviving or new corporation is to be governed by the laws of any 
state other than this state, it shall comply with §§ 48-25-101 — 48-25-305 
with respect to foreign corporations, if it is to transact business or to conduct 
affairs in this state, and in every case shall file with the secretary of state of 
this state: 

(A) An agreement that it may be served with process in this state in any 
proceeding for the enforcement of any obligation of any domestic corpora- 
tion that is a party to the merger or consolidation and in any proceeding 
for the enforcement of the rights of a dissenting shareholder of any such 
domestic corporation against the surviving or consolidated corporation, 
and an irrevocable appointment of the secretary of state of this state as its 
agent to accept service of process in any such proceeding; and 

(B) An agreement that it will promptly pay to the dissenting sharehold- 
ers of any such domestic corporation the amount, if any, to which they 
shall be entitled under § 56-10-110. 

(b) The effect of the merger or consolidation shall be the same as in the case 
of the merger or consolidation of domestic corporations, except insofar as the 
laws of the state governing the surviving or consolidated company provide 
otherwise. 

(c) In the case of an exchange of securities, if the acquiring corporation is a 
foreign corporation, then the corporation shall comply with the applicable 
provisions of the laws of the state under which it is organized. The foreign 
acquiring corporation shall also procure a certificate of authority to transact 
business and conduct affairs in Tennessee pursuant to §§ 48-25-101 — 
48-25-305 and shall comply with all the law of this state relating to foreign 
corporations. The effect of the exchange of securities shall be as provided by 
this chapter, except insofar as the laws of the state under which the foreign 
acquiring corporation is organized provide otherwise. 


History. 
Acts 1968, ch. 448, § 2; T.C.A., § 56-3606. 


Section to Section References. 
Sections 56-10-103 — 56-10-106 are referred 
to in § 56-10-102. 


56-10-107. Articles of merger or consolidation — Agreement of ex- 
change of stock. 


(a) After the plan of merger or consolidation is approved by the shareholders 
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of each constituent corporation, appropriate articles of merger or consolidation 
shall be executed by the president or any vice president and the secretary or 
any assistant secretary of each such corporation and filed in triplicate with the 
commissioner. If the articles of merger or consolidation show that the plan of 
merger or consolidation has been duly approved by the shareholders of each 
constituent corporation, as required in § 56-10-105, and otherwise conforms to 
the law, the commissioner shall endorse approval on each copy of the articles, 
shall record one (1) copy in the commissioner’s office as provided in § 56-1-604, 
and shall return the other two (2) copies to the domestic company for filing and 
recording with the secretary of state and the register of that county in which 
the surviving or consolidated company has its principal office, in the same 
manner as provided for certificates of incorporation. 

(b) After the plan of exchange of stock is approved by the shareholders of the 
domestic company and the acquiring corporation, an appropriate agreement of 
exchange shall be executed by the president or any vice president and the 
secretary or any assistant secretary of each such corporation and filed in 
triplicate with the commissioner. If the agreement shows that the plan of 
exchange has been duly approved by the shareholders of the domestic company 
and the acquiring corporation as required by § 56-10-105 and otherwise 
conforms to the law, the commissioner shall endorse approval on each copy 
thereof, shall record one (1) copy in the commissioner’s office, as provided in 
§ 56-1-604, and shall return one (1) copy to the domestic company and to the 
acquiring corporation. 


History. 
Acts 1968, ch. 448, § 3; impl. am. Acts 1971, 
ch. 137, § 2; T.C.A., § 56-3607. 


56-10-108. Merger of subsidiary company. 


If the domestic company owns at least ninety percent (90%) of the outstand- 
ing shares of another domestic or foreign stock insurance company, it may 
merge the other company into itself without approval by a vote of the 
shareholders of either company in accordance with § 48-21-102. In the event, 
the approval of the commissioner shall be obtained in the manner specified in 
§ 56-10-104. 


History. 
Acts 1968, ch. 448, § 4; impl. am. Acts 1971, 
ch. 1387, § 2; T.C.A., § 56-3608. 


56-10-109. Effect of merger, consolidation or exchange of stock. 


(a) The effect of the merger or consolidation shall be as provided in 
§ 48-21-108. 

(b) The plan of exchange and the issuance and exchange of securities 
provided for therein shall become effective when the agreement of exchange 
has been recorded by the commissioner, or upon such later date as may be 
specified in the agreement, which may not be later than thirty (30) days after 
the recording. Upon the plan of exchange becoming effective, the issuance and 
exchange of securities provided for therein shall be deemed to have been 
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consummated, each shareholder of the domestic company shall cease to be a 
shareholder of the company and the ownership of all shares of the issued and 
outstanding stock of the domestic company shall vest in the acquiring 
corporation automatically without any physical transfer or deposit of certifi- 
cates representing the shares. 

(c) Certificates representing shares of stock of the domestic company prior 
to the plan of exchange becoming effective shall, after the plan of exchange 
becomes effective, represent: 

(1) Shares of the issued and outstanding capital stock or other securities 
issued by the acquiring corporation; and 

(2) The right, if any, to receive such cash or other consideration upon such 
terms as shall be specified in the plan of exchange. The certificates 
representing shares of stock of the domestic company may, after the plan of 
exchange becomes effective, be exchanged for shares of stock or other 
securities issued by the acquiring corporation or cash or other consideration 
or any combination thereof upon the terms as are specified in the plan of 
exchange. 


History. Section to Section References. 
Acts 1968, ch. 448, § 5; T.C.A., § 56-3609. This section is referred to in § 56-10-105. 


Compiler’s Notes. 
Section 48-505, referred to in this section, 
was repealed by Acts 1968, ch. 523. 


56-10-110. Authorized insurance business and regulatory authority. 


(a) Nothing in this chapter shall affect the power of the commissioner to 
regulate, supervise and control insurance companies to the extent of and as 
provided by this title, nor shall anything in this chapter be construed to 
authorize any insurance company to engage in any kind or kinds of insurance 
business not authorized by its charter, or to authorize any acquiring corpora- 
tion that is not an insurance company to engage directly in the business of 
insurance. 

(b) Subsequent to the effective date of any plan of exchange, the commis- 
sioner, having regard to the findings stated in § 56-10-104, shall have 
authority to require that the affairs of the domestic company be conducted in 
a manner as to assure the continued safe conduct and transaction of the 
business of insurance of the domestic company. 


History. Section to Section References. 
Acts 1968, ch. 448, § 6; impl. am. Acts 1971, This section is referred to in § 56-10-106. 
ch. 187, § 2; T.C.A., § 56-3610. 


56-10-111. Appraisal right of dissenting shareholders. 


Any shareholder of any domestic stock insurance company which is a party 
to a merger, consolidation or exchange of securities as described in this chapter 
shall have the right to dissent and receive fair value for the shareholder’s 
shares by complying with the procedure set forth in § 48-23-102. 
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History. 
Acts 1968, ch. 448, § 7; T.C.A., § 56-3611. 


Compiler’s Notes. 
Sections 48-503, referred to in this section, 
were repealed by Acts 1968, ch. 523. 


PART 2 
TENDER OFFERS 


56-10-201. Part definitions. 


As used in this part, unless the context otherwise requires: 
(1) “Commissioner” means the commissioner of commerce and insurance; 
(2) “Control” means actual working control, in whatever manner exer- 
cised. If, as a result of the consummation of any acquisition, any person 
would own in excess of ten percent (10%) of the voting security of a domestic 
insurer, it shall be presumed that the person could, directly or indirectly, 
acquire control of the insurer. Any such presumption may be rebutted by 
evidence, at a hearing called by the commissioner at the request of the 
person against whom the presumption operates, but the presumption shall 
continue until a determination to the contrary is made; 
(3) “Domestic insurance company” means: 
(A) An insurance company incorporated under the laws of this state; 
(B) An insurance company having its principal office or place of busi- 
ness in this state; or 
(C) An “insurance holding company system,” as defined in § 56-11-101, 
having its principal office or place of business in this state or that controls 
an insurance company incorporated under the laws of this state; and 
(4)(A) A corporation shall be deemed a “person”; and 
(B) When two (2) or more persons act as a partnership, limited 
partnership, syndicate, or other group for the purposes of acquiring 
securities of the insurer, the group shall be deemed a “person,” and the 
information called for by § 56-10-202(a)(1)-(5) shall be given with respect 
to each member of the group. 


History. Section to Section References. 
Acts 1969, ch. 271, § 2; impl. am. Acts 1971, This part is referred to in §§ 39-17-421, 48- 
ch: 137, $2; Acts 1979, ch. °315,:$2; ‘T.C.As." © 103-113: 


§ 56-3613. This section is referred to in § 48-103-113. 


Cross-References. 
Insurance holding company systems, title 56, 
ch. 11. 


56-10-202. Tender offer or agreement for obtaining control of domestic 
insurance company — Prerequisites. 


(a) No person shall make a tender offer for, enter into any agreement to 
exchange securities for, or otherwise seek to acquire, any voting security of a 
domestic insurance company if, as a result of the consummation thereof, the 
person could, directly or indirectly, acquire control of the insurer, unless, at the 
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time any form of initial offer is made to security holders, or prior to the 
acquisition of the securities, if no offer is involved, the person has filed with the 
commissioner and has sent to the insurer a statement containing the following 
information, and any additional information the commissioner may by rule or 
regulation prescribe as necessary or appropriate for the protection of policy- 
holders and shareholders of the insurer, or in the public interest: 

(1) The background and identity of all persons by whom or on whose 
behalf the acquisition is to be effected; 

(2) The source and amount of the funds or other considerations used or to 
be used in making the acquisition; 

(3) Any plans or proposals which the persons may have to liquidate the 
insurer, to sell its assets or merge or consolidate it with any person, or to 
make any other major change in its business or corporate structure or 
management; 

(4) The number of shares of the security that the person proposes to 
acquire, and the terms of the offer or exchange, as the case may be; and 

(5) Information as to any contracts, arrangements or understandings 
with any party with respect to any securities of the insurer, including, but 
not limited to, transfer of any of the securities, option arrangements, puts or 
calls, or the giving or withholding of proxies, naming the party with whom 
the contract, arrangements or understandings have been entered into, and 
giving the details of the activity. 

(b) If any material change occurs in the facts set forth in the statement filed 
with the commissioner and sent to the insurer pursuant to this section, an 
amendment shall be filed immediately with the commissioner and sent 
immediately to the insurer setting forth the changes. 


History. Section to Section References. 
Acts 1969, ch. 271, § 1; impl. am. Acts 1971, This section is referred to in §§ 56-10-201, 
ch. 137, § 2; T.C.A., § 56-3612. 56-10-2038, 56-10-204, 56-10-205. 


56-10-203. Use of registration statements under securities acts in 
making offers or agreements. 


If any offer or agreement referred to in § 56-10-202 is proposed to be made 
by means of a registration statement under the Securities Act of 1933 (15 
U.S.C. § 77a et seq.), or in circumstances requiring the disclosure of similar 
information under the Securities Exchange Act of 1934 (15 U.S.C. § 78a et 
seq.), the person required to file the statement referred to in § 56-10-202 may 
utilize the documents in furnishing the information called for by that state- 
ment. 


History. 
Acts 1969, ch. 271, § 3; T.C.A., § 56-3614. 


56-10-204. Disapproval of acquisition by commissioner — Hearing. 


The acquisitions referred to in § 56-10-202 may be made unless the 
commissioner, within sixty (60) days after the statement required by § 56-10- 
202 has been filed with the commissioner, disapproves the acquisitions; 
provided, that the commissioner shall have one hundred twenty (120) days 
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within which to disapprove the acquisitions if within the sixty-day period the 
commissioner calls a public hearing and holds the public hearing within the 
one hundred twenty-day period. The commissioner shall call and hold the 
public hearing within the one hundred twenty-day period if requested to do so 
by the insurer referred to in § 56-10-202 within the sixty-day period. The 
commissioner may disapprove the transaction if it is found that: 

(1) Upon completion of the acquisition, the domestic insurer referred to in 
§ 56-10-202 would be unable to satisfy the requirements for the issuance of 
a license to write the line or lines of insurance for which it is presently 
licensed; 

(2) The financial condition of the acquiring person is such as might 
jeopardize the financial stability of the insurer, or prejudice the interests of 
its policyholders or, in the case of a possible acquisition of control other than 
by merger or consolidation, prejudice the interests of any remaining share- 
holders who are unaffiliated with the acquiring person; 

(3) The plans or proposals that the acquiring person has to liquidate the 
insurer, to sell its assets or to merge or consolidate it with any person, or to 
make any other major change in its business or corporate structure or 
management, are unfair or prejudicial to policyholders; or 

(4) The competence, experience and integrity of those persons who would 
control the operation of the domestic insurer referred to in § 56-10-202 
indicate that it would not be in the best interest of the policyholders and 
shareholders of the insurer or in the public interest to permit them to do so. 


History. 
Acts 1969, ch. 271, § 4; T.C.A., § 56-3615. 


56-10-205. Acquisition of securities in contravention of this part — 
Injunction. 


No vote by the stockholder of record, or any other party so entitled to vote, 
of any security acquired or to be acquired in contravention of this part shall be 
valid or effective. The chancery court for the county where the principal office 
of the corporation is located may, without limiting the generality of its 
authority, upon the petition of the insurer referred to in § 56-10-202, order the 
issuance or entry of any injunction or any other order which the court deems 
proper to effect this part. 


History. 
Acts 1969, ch. 271, § 5; T.C.A., § 56-3616. 


56-10-206. Rules and regulations — Enforcement by commissioner. 


(a) The commissioner is hereby granted authority to issue rules, regulations 
and orders as may be necessary to properly administer this part. 

(b) The commissioner may enforce this part and any rule, regulation or 
order made hereunder by appropriate application for equitable relief to the 
chancery court for Davidson County, which court is hereby vested with 
exclusive jurisdiction over such proceedings. 
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History. 
Acts 1969, ch. 271, § 6; T.C.A., § 56-3617. 


56-10-207. Right of appeal. 


Any person aggrieved by any act of the commissioner under this part may 
appeal therefrom to the chancery court for Davidson County. 


History. 
Acts 1969, ch. 271, § 7; T.C.A., § 56-3618. 


PART 3 
DISCLOSURES OF MATERIAL TRANSACTIONS 


56-10-301. Reporting required — Procedures. 


(a) Every insurer domiciled in this state shall file a report with the 
commissioner disclosing material acquisitions and dispositions of assets or 
material nonrenewals, cancellations or revisions of ceded reinsurance agree- 
ments unless the acquisitions and dispositions of assets or material nonrenew- 
als, cancellations or revisions of ceded reinsurance agreements have been 
submitted to the commissioner for review, approval or information purposes 
pursuant to other provisions of the insurance laws, regulations, or other 
requirements. 

(b) The report required by subsection (a) is due within fifteen (15) days after 
the end of the calendar month in which any of the transactions listed in 
subsection (a) occur. 

(c) One (1) complete copy of the report, including any exhibits or other 
attachments, shall be filed with: 

(1) The insurance department of the insurer’s state of domicile; and 
(2) The National Association of Insurance Commissioners. 

(d) All reports obtained by or disclosed to the commissioner pursuant to this 
part shall be given confidential treatment and shall not be subject to subpoena 
and shall not be made public by the commissioner, the National Association of 
Insurance Commissioners, or any other person, except to insurance depart- 
ments of other states, without the prior written consent of the insurer to which 
it pertains unless the commissioner, after giving the insurer who would be 
affected notice and an opportunity to be heard pursuant to the Uniform 
Administrative Procedures Act, compiled in title 4, chapter 5, determines that 
the interest of policyholders, shareholders or the public will be served by 
publication, in which event the commissioner may publish all or any part in 
the manner the commissioner may deem appropriate. 


History. This section is referred to in §§ 56-10-302, 
Acts 1995, ch. 363, § 3. 56-10-3038. 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


Section to Section References. 
Sections 56-10-301 — 56-10-303 are referred 
to in § 56-2-210. 
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56-10-302. Acquisitions and dispositions. 


(a) No acquisitions or dispositions of assets need be reported pursuant to 
§ 56-10-301 if the acquisitions or dispositions are not material. For purposes 
of this part, a material acquisition, or the aggregate of any series of related 
acquisitions during any thirty-day period, or disposition, or the aggregate of 
any series of related dispositions during a thirty-day period, is one that is 
non-recurring and not in the ordinary course of business and involves more 
than five percent (5%) of the reporting insurer’s total admitted assets as 
reported in its most recent statutory statement filed with the insurance 
department of the insurer’s state of domicile. 

(b)(1) Asset acquisitions subject to this part include every purchase, lease, 

exchange, merger, consolidation, succession or other acquisition other than 

the construction or development of real property by or for the reporting 

insurer or the acquisition of materials for such purpose. 

(2) Asset dispositions subject to this part include every sale, lease, 
exchange, merger, consolidation, mortgage, hypothecation, assignment, 
whether for the benefit of creditors or otherwise, abandonment, destruction 
or other disposition. 

(c)(1) The following information is required to be disclosed in any report of 
a material acquisition or disposition of assets: 
(A) Date of the transaction; 
(B) Manner of acquisition or disposition; 
(C) Description of the assets involved; 
(D) Nature and amount of the consideration given or received; 
(E) Purpose of, or reason for, the transaction; 
(F) Manner by which the amount of consideration was determined; 
(G) Gain or loss recognized or realized as a result of the transaction; 
and 
(H) Name or names of the person or persons from whom the assets were 
acquired or to whom they were disposed. 

(2) Insurers are required to report material acquisitions and dispositions 
on a non-consolidated basis unless the insurer is part of a consolidated group 
of insurers that utilizes a pooling arrangement or one hundred percent 
(100%) reinsurance agreement that affects the solvency and integrity of the 
insurer’s reserves, and the insurer ceded substantially all of its direct and 
assumed business to the pool. An insurer is deemed to have ceded substan- 
tially all of its direct and assumed business to a pool if the insurer has less 
than one million dollars ($1,000,000) total direct plus assumed written 
premiums during a calendar year that are not subject to a pooling arrange- 
ment, and the net income of the business not subject to the pooling 
arrangement represents less than five percent (5%) of the insurer’s capital 
and surplus. 


History. 
Acts 1995, ch. 363, § 4. 


Section to Section References. 
Sections 56-10-301 — 56-10-303 are referred 
to in § 56-2-210. 
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56-10-303. Non-renewals, cancellations or revisions. 


(a1) No non-renewals, cancellations or revisions of ceded reinsurance 
agreements need be reported pursuant to § 56-10-301 if the non-renewals, 
cancellations or revisions are not material. For purposes of this part, a 
material non-renewal, cancellation or revision is one that affects: 

(A) As respects property and casualty business, including accident and 
health business written by a property and casualty insurer: 

(i) More than fifty percent (50%) of the insurer’s total ceded written 
premium; or 

(ii) More than fifty percent (50%) of the insurer’s total ceded indem- 
nity and loss adjustment reserves. 

(B) As respects life, annuity, and accident and health business: more 
than fifty percent (50%) of the total reserve credit taken for business 
ceded, on an annualized basis, as indicated in the insurer’s most recent 
annual statement; and | 

(C) As respects either property and casualty or life, annuity, and 
accident and health business, either of the following events shall consti- 
tute a material revision which must be reported: 

(i) An authorized reinsurer representing more than ten percent (10%) 
of a total cession is replaced by one (1) or more unauthorized reinsurers; 
or 

(ii) Previously established collateral requirements have been reduced 
or waived as respects one (1) or more unauthorized reinsurers repre- 
senting collectively more than ten percent (10%) of a total cession. 

(2) However, no filing shall be required if: 

(A) As respects property and casualty business, including accident and 
health business written by a property and casualty insurer: the insurer’s 
total ceded written premium represents, on an annualized basis, less than 
ten percent (10%) of its total written premium for direct and assumed 
business; or 

(B) As respects life, annuity, and accident and health business: the total 
reserve credit taken for business ceded represents, on an annualized basis, 
less than ten percent (10%) of the statutory reserve requirement prior to 
any cession. 

(b)(1) The following information is required to be disclosed in any report of 
a material non-renewal, cancellation or revision of ceded reinsurance 
agreements: 

(A) Effective date of the non-renewal, cancellation or revision; 

(B) The description of the transaction with an identification of the 
initiator thereof; 

(C) Purpose of, or reason for, the transaction; and 

(D) If applicable, the identity of the replacement reinsurers. 

(2) Insurers are required to report all material non-renewals, cancella- 
tions or revisions of ceded reinsurance agreements on a non-consolidated 
basis unless the insurer is part of a consolidated group of insurers that 
utilizes a pooling arrangement or one hundred percent (100%) reinsurance 
agreement that affects the solvency and integrity of the insurer’s reserves, 
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and the insurer ceded substantially all of its direct and assumed business to 
the pool. An insurer is deemed to have ceded substantially all of its direct 
and assumed business to a pool if the insurer has less than one million 
dollars ($1,000,000) total direct plus assumed written premiums during a 
calendar year that are not subject to a pooling arrangement, and the net 
income of the business not subject to the pooling arrangement represents 
less than five percent (5%) of the insurer’s capital and surplus. 


History. 


Acts 1995, ch. 363, § 5. 


Section to Section References. 
Sections 56-10-301 — 56-10-303 are referred 
to in § 56-2-210. 
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PART 1 


INSURANCE HOLDING COMPANY SYSTEM ACT OF 
1986 


56-11-101. Short title — Definitions. 


(a) This part shall be known and may be cited as the “Insurance Holding 
Company System Act of 1986.” 
(b) As used in this part, unless the context otherwise requires: 

(1) “Affiliate” of, or person “affiliated” with, a specific person, means a 
person that directly, or indirectly through one (1) or more intermediaries, 
controls, or is controlled by, or is under common control with, the person 
specified; 

(2) “Commissioner” means the commissioner of commerce and insurance; 

(3)(A) “Control” including “controlling,” “controlled by” and “under com- 

mon control with” means the possession, direct or indirect, of the power to 

direct or cause the direction of the management and policies of a person, 
whether through the ownership of voting securities, by contract other than 

a commercial contract for goods or non-management services, or other- 

wise, unless the power is the result of an official position with or corporate 

office held by the person. 

(B) “Control” shall be presumed to exist if any person, directly or 
indirectly, owns, controls, holds with the power to vote, or holds proxies 
representing ten percent (10%) or more of the voting securities of any 
other person. This presumption may be rebutted by a showing made in the 
manner provided by § 56-11-105(k) that control does not exist in fact. The 
commissioner may determine, after furnishing all persons in interest 
notice and opportunity to be heard and making specific findings of fact to 
support the determination that control exists in fact, notwithstanding the 
absence of a presumption to that effect; 

(4) “Enterprise Risk” means any activity, circumstance, event or series of 
events involving one (1) or more affiliates of an insurer that, if not remedied 
promptly, is likely to have a material adverse effect upon the financial 
condition or liquidity of the insurer or its insurance holding company system 
as a whole, including, but not limited to, anything that would cause the 
insurer’s Risk-Based Capital to fall into company action level as set forth in 
§ 56-46-104 or would cause the insurer to be in hazardous financial 
condition as set forth in Tenn. Comp. R. & Reg. 0780-01-66, as amended; 

(5) “Health maintenance organization” means a health maintenance 
organization as defined at § 56-32-102; 

(6) “Health maintenance organization holding company system” means 
two (2) or more affiliated persons, one (1) of which is a health maintenance 
organization. “Health maintenance organization holding company system” 
also means a corporation regulated pursuant to title 56, chapter 29, which 
owns or controls, either directly or indirectly, a health maintenance 
organization; 

(7) “Insurance holding company system” means two (2) or more affiliated 
persons, one (1) or more of which is an insurer; 


75 INSURANCE HOLDING COMPANIES AND RISK MANAGEMENT 56-11-102 


(8) “Insurer” has the same meaning as “insurance company,” as set forth 
in § 56-1-102, except that it does not include: 

(A) Agencies, authorities or instrumentalities of the United States, its 
possessions and territories, the Commonwealth of Puerto Rico, the Dis- 
trict of Columbia, or a state or political subdivision of a state; 

(B) Fraternal benefit societies; 

(C) Nonprofit medical and hospital service associations; or 

(D) Nonprofit dental service corporations; 

(9) “Person” means an individual, a corporation, a limited liability com- 
pany, a partnership, an association, a joint stock company, a trust, an 
unincorporated organization, any similar entity or any combination of the 
foregoing acting in concert, but does not include any joint venture partner- 
ship exclusively engaged in owning, managing, leasing or SDs real or 
tangible personal property; 

(10) “Securityholder” of a specified person is one who owns any security of 
the person, including common stock, preferred stock, debt obligations and 
any other security convertible into or evidencing the right to acquire any of 
the foregoing; 

(11) “Subsidiary” of a specified person is an affiliate controlled by the 
person directly or indirectly through one (1) or more intermediaries; and 

(12) “Voting security” includes any security convertible into or evidencing 
a right to acquire a voting security. 


History. 
Acts 1986, ch. 572, § 1; 2000, ch. 708, § 3c; 
T.C.A. § 56-11-201; Acts 2014, ch. 583, §§ 1, 2. 


Code Commission Notes. Former part 2, 
§§ 56-11-201 — 56-11-215, was redesignated as 
part 1, §§ 56-11-101 — 56-11-115, by the code 
commission in 2008. 


Compiler’s Notes. 

Former §§ 56-11-101 — 56-11-111 (Acts 
1970, ch. 462, §§ 1-11; 1989, ch. 591, § 57; 
T.C.A., §§ 56-3901 — 56-3911; 1989, ch. 591, 
§ 57), concerning registration and examination 


of affiliated insurers, were repealed by Acts 
1986, ch. 572, § 16. For provisions relating to 
insurance holding company systems, see this 
part. 


Section to Section References. 

This chapter is referred to in §§ 56-3-308, 
56-6-502, 56-6-505, 56-6-602, 56-6-802, 56-6- 
806, 56-6-808, 56-6-809, 56-9-301, 56-32-101, 
56-51-151, 56-51-155. 

This part is referred to in 56-11-202. 

This section is referred to in §§ 12-4-1007, 
45-2-602, 56-2-210, 56-10-201, 56-11-104, 56- 
51-151, 71-5-137. 


56-11-102. Authorization for subsidiary. 


(a) Authorization. Any domestic insurer or licensed health maintenance 
organization, either by itself or in cooperation with one (1) or more persons, 
may organize or acquire one (1) or more subsidiaries. The subsidiaries may 
conduct any kind of business or businesses and their authority to do so shall 
not be limited by reason of the fact that they are subsidiaries of a domestic 
insurer or a licensed health maintenance organization. 

(b) Additional Investment Authority. In addition to investments in 
common stock, preferred stock, debt obligations and other securities permitted 
under all other sections of this title, a domestic insurer or licensed health 
maintenance organization may also: 

(1) Invest, in common stock, preferred stock, debt obligations, and other 
securities of one (1) or more subsidiaries, amounts which do not exceed the 
lesser of ten percent (10%) of the insurer’s assets or fifty percent (50%) of the 
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insurer’s surplus as regards policyholders, or, with respect to health main- 
tenance organization’s, net worth; provided, that after such investments, the 
insurer’s surplus as regards policyholders or health maintenance organiza- 
tions net worth will be reasonable in relation to the insurer’s or health 
maintenance organization’s outstanding liabilities and adequate to meet its 
financial needs. In calculating the amount of such investments, investments 
in domestic or foreign insurance subsidiaries and health maintenance 
organizations shall be excluded, and there shall be included: 

(A) Total net moneys or other consideration expended and obligations 
assumed in the acquisition or formation of a subsidiary, including all 
organizational expenses and contributions to capital and surplus of the 
subsidiary whether or not represented by the purchase of capital stock or 
issuance of other securities, and 

(B) All amounts expended in acquiring additional common stock, pre- 
ferred stock, debt obligations, and other securities; and all contributions to 
the capital or surplus of a subsidiary subsequent to its acquisition or 
formation; 

(2)(A) Invest any amount in common stock, preferred stock, debt obliga- 

tions and other securities of one or more subsidiaries engaged or organized 

to engage exclusively in the ownership and management of assets autho- 
rized as investments for the insurer; provided, that each subsidiary agrees 
to limit its investments in any asset so that such investments will not 
cause the amount of the total investment of the insurer to exceed any of 
the investment limitations specified in subdivision (b)(1) or in §§ 56-3-301 
— 56-3-307 or §§ 56-3-401 — 56-3-409 applicable to the insurer. 
(B) For the purpose of this subdivision (b)(2), “the total investment of 
the insurer” includes: 
(i) Any direct investment by the insurer or health maintenance 
organization in an asset, and 
(ii) The insurer’s or health maintenance organization’s proportionate 
share of any investment in an asset by any subsidiary of the insurer or 
health maintenance organization, which shall be calculated by multi- 
plying the amount of the subsidiary’s investment by the percentage of 
the ownership of the subsidiary; 
(3) With the approval of the commissioner, invest any greater amount in 
common stock, preferred stock, debt obligations, or other securities of one (1) 
or more subsidiaries; provided, that after the investment the insurer’s 
surplus as regards policyholders or health maintenance organization’s net 
worth will be reasonable in relation to the insurer’s or health maintenance 
organization’s outstanding liabilities and adequate to its financial needs. 
(c) Exemption from Investment Restrictions. Investments in common 
stock, preferred stock, debt obligations or other securities of subsidiaries made 
pursuant to subsection (b) shall not be subject to any of the otherwise 
applicable restrictions or prohibitions contained in this title applicable to such 
investments of insurers except §§ 56-3-303, 56-3-402, 56-3-403 and 56-3-404. 

(d) Qualification of Investment; When Determined. Whether any in- 
vestment made pursuant to subsection (b) meets the applicable requirements 
of subsection (b) is to be determined before the investment is made, by 
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calculating the applicable investment limitations as though the investment 
had already been made, taking into account the then outstanding principal 
balance on all previous investments in debt obligations, and the value of all 
previous investments in equity securities as of the day they were made, net of 
any return of capital invested, not including dividends. 

(e) Cessation of Control. If an insurer ceases to control a subsidiary, it 
shall dispose of any investment in that subsidiary made pursuant to this 
section within three (3) years from the time of the cessation of control or within 
such further time as the commissioner may prescribe, unless at any time after 
the investment shall have been made, the investment shall have met the 
requirements for investment under any other section of this part, and the 
insurer has so notified the commissioner. 


1970, ch. 462, §§ 1-11; 1989, ch. 591, § 57; 
T.C.A., §§ 56-3901 — 56-3911; 1989, ch. 591, 


History. 
Acts 1986, ch. 572, § 2; T.C.A. § 56-11-202; 


Acts 2014, ch. 583, § 3. 


Code Commission Notes. Former part 2, 
§§ 56-11-201 — 56-11-215, was redesignated as 
part 1, §§ 56-11-101 — 56-11-115, by the code 
commission in 2008. 


Compiler’s Notes. 
Former §§ 56-11-101 — 56-11-111 (Acts 


§ 57), concerning registration and examination 
of affiliated insurers, were repealed by Acts 
1986, ch. 572, § 16. For provisions relating to 
insurance holding company systems, see this 
part. 


Section to Section References. 
This section is referred to in § 56-11-106. 


56-11-103. Mergers and acquisitions of control. 


(a1) Filing Requirements. No person other than the issuer shall make a 
tender offer for, or a request or invitation for tenders of, or enter into any 
agreement to exchange securities for, seek to acquire, or acquire, in the open 
market or otherwise, any voting security of a domestic insurer if, after the 
consummation thereof, the person would, directly or indirectly, or by 
conversion or by exercise of any right to acquire, be in control of the insurer, 
and no such person shall enter into an agreement to merge with or otherwise 
to acquire control of a domestic insurer or any person controlling a domestic 
insurer unless, at the time any such offer, request, or invitation is made or 
any such agreement is entered into, or prior to the acquisition of the 
securities if no offer or agreement is involved, the person has filed with the 
commissioner and has sent to the insurer, a statement containing the 
information required by this section and the offer, request, invitation, 
agreement or acquisition has been approved by the commissioner in the 
manner prescribed in this part. 

(2) For purposes of this section, any controlling person of a domestic 
insurer seeking to divest its controlling interest in the domestic insurer, in 
any manner, shall file with the commissioner, with a copy to the insurer, 
confidential notice of its proposed divestiture at least thirty (30) days prior 
to the cessation of control. The commissioner shall determine those in- 
stances in which the party or parties seeking to divest or to acquire a 
controlling interest in an insurer will be required to file for, and obtain 
approval of, the transaction. The information shall remain confidential until 
the conclusion of the transaction unless the commissioner, in the commis- 
sioner’s discretion, determines that confidential treatment will interfere 
with enforcement of this section. If the statement referred to above is 
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otherwise filed, this subdivision (a)(2) shall not apply. 

(3) With respect to a transaction subject to this section, the acquiring 
person must also file a preacquisition notification with the commissioner, 
which shall contain the information set forth in § 56-11-104(c)(1). A failure 
to file the notification may be subject to penalties specified in 
§ 56-11-104(e)(3). 

(4) As used in this section, “domestic insurer” includes any person 
controlling a domestic insurer unless the person as determined by the 
commissioner is either directly or through its affiliates primarily engaged in 
business other than the business of insurance. 

(5) For the purposes of this section, “person” does not include any 
securities broker holding, in the usual and customary broker’s function, less 
than twenty percent (20%) of the voting securities of an insurance company 
or of any person that controls an insurance company. 

(b) Content of Statement. The statement to be filed with the commis- 
sioner under this section shall be made under oath or affirmation and shall 
contain the following information: 

(1) The name and address of each person by whom or on whose behalf the 
merger or other acquisition of control referred to in subsection (a) is to be 
effected, called the “acquiring party;” 

(A) If an individual, the person’s principal occupation and all offices and 
positions held during the past five (5) years, and any conviction of crimes 
other than minor traffic violations during the past ten (10) years; and 

(B) If the person is not an individual, a report of the nature of its 
business operations during the past five (5) years or for such lesser period 
as the person and any predecessors thereof shall have been in existence; 
an informative description of the business intended to be done by the 
person and the person’s subsidiaries; and a list of all individuals who are 
or who have been selected to become directors or executive officers of the 
person, or who perform or will perform functions appropriate to the 
positions. The list shall include for each such individual the information 
required by subdivision (b)(1)(A); 

(2) The source, nature and amount of the consideration used or to be used 
in effecting the merger or other acquisition of control, a description of any 
transaction wherein funds were or are to be obtained for any such purpose, 
including any pledge of the insurer’s stock, or the stock of any of its 
subsidiaries or controlling affiliates, and the identity of persons furnishing 
the consideration; provided, that where a source of the consideration is a 
loan made in the lender’s ordinary course of business, the identity of the 
lender shall remain confidential, if the person filing the statement so 
requests; 

(3) Fully audited financial information as to the earnings and financial 
condition of each acquiring party for the preceding five (5) fiscal years of each 
such acquiring party, or for such lesser periods as the acquiring party and 
any predecessors thereof shall have been in existence, and similar unaudited 
information as of a date not earlier than ninety (90) days prior to the filing 
of the statement; | 

(4) Any plans or proposals that each acquiring party may have to 
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liquidate the insurer, to sell its assets or merge or consolidate it with any 
person, or to make any other material change in its business or corporate 
structure or management; 

(5) The number of shares of any security referred to in subsection (a) that 
each acquiring party proposes to acquire, the terms of the offer, request, 
invitation, agreement, or acquisition referred to in subsection (a), and a 
statement as to the method for arriving at the fairness of the proposal; 

(6) The amount of each class of any security referred to in subsection (a) 
that is beneficially owned or concerning which there is a right to acquire 
beneficial ownership by each acquiring party; 

(7) A full description of any contracts, arrangements or understandings 
with respect to any security referred to in subsection (a) in which any 
acquiring party is involved, including, but not limited to, transfer of any of 
the securities, joint ventures, loan or option arrangements, puts or calls, 
guarantees of loans, guarantees against loss or guarantees of profits, 
division of losses or profits, or the giving or withholding of proxies. The 
description shall identify the persons with whom the contracts, arrange- 
ments or understandings have been entered into; 

(8) Adescription of the purchase of any security referred to in subsection 
(a) during the twelve (12) calendar months preceding the filing of the 
statement, by any acquiring party, including the dates of purchase, names of 
the purchasers, and consideration paid or agreed to be paid for the security; 

(9) A description of any recommendations to purchase any security 
referred to in subsection (a) made during the twelve (12) calendar months 
preceding the filing of the statement, by any acquiring party, or by anyone 
based upon interviews or at the suggestion of the acquiring party; 

(10) Copies of all tender offers for, requests, or invitations for tenders of, 
exchange offers for, and agreements to acquire or exchange any securities 
referred to in subsection (a), and, if distributed, of additional soliciting 
material relating to the activity; 

(11) The term of any agreement, contract or understanding made with or 
proposed to be made with any broker-dealer as to solicitation of securities 
referred to in subsection (a) for tender, and the amount of any fees, 
commissions or other compensation to be paid to broker-dealers with regard 
to the agreement; 

(12) A nonrefundable fee in an amount that the commissioner shall by 
rule establish; 

(13) Any additional information the commissioner may by rule or regula- 
tion prescribe as necessary or appropriate for the protection of policyholders 
of the insurer or in the public interest. If the person required to file the 
statement referred to in subsection (a) is a partnership, limited partnership, 
syndicate or other group, the commissioner may require that the informa- 
tion called for by subdivisions (b)(1)-(15) shall be given with respect to each 
partner of the partnership or limited partnership, each member of the 
syndicate or group, and each person who controls the partner or member. If 
any such partner, member or person is a corporation, or the person required 
to file the statement referred to in subsection (a) is a corporation, the 
commissioner may require that the information called for by subdivisions 
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(b)(1)-(15) shall be given with respect to the corporation, each officer and 
director of the corporation, and each person who is directly or indirectly the 
beneficial owner of more than ten percent (10%) of the outstanding voting 
securities of the corporation. If any material change occurs in the facts set 
forth in the statement filed with the commissioner and sent to the insurer 
pursuant to this section, an amendment setting forth the change, together 
with copies of all documents and other materials relevant to the change, 

shall be filed with the commissioner and sent to the insurer within two (2) 

business days after the person learns of the change; 

(14) An agreement by the person required to file the statement referred to 
in subsection (a) that it will provide the annual report, specified in § 56-11- 
105(/), for so long as control exists; and 

(15) An acknowledgement by the person required to file the statement 
referred to in subsection (a) that the person and all subsidiaries within its 
control in the insurance holding company system will provide information to 
the commissioner upon request as necessary to evaluate enterprise risk to 
the insurer. 

(c) Alternative Filing Materials. If any offer, request, invitation, agree- 
ment or acquisition referred to in subsection (a) is proposed to be made by 
means of a registration statement under the Securities Act of 1933 (15 U.S.C. 
§ 77a et seq.), or in circumstances requiring the disclosure of similar informa- 
tion under the Securities Exchange Act of 1934 (15 U.S.C. § 78a et seq.), or 
under a state law requiring similar registration or disclosure, the person 
required to file the statement referred to in subsection (a) may utilize the 
documents in furnishing the information called for by that statement. 

(d) Approval by Commissioner; Hearings. 

(1) The commissioner shall approve any merger or other acquisition of 
control referred to in subsection (a) unless, after a public hearing, the 
commissioner finds that: 

(A) After the change of control, the domestic insurer referred to in 
subsection (a) would not be able to satisfy the requirements for the 
issuance of a license to write the line or lines of insurance for which it is 
presently licensed; 

(B) The effect of the merger or other acquisition of control would be 
substantially to lessen competition in insurance in this state or tend to 
create a monopoly in this state. In applying the competitive standard in 
this subdivision (d)(1)(B): 

(i) The informational requirements of § 56-11-104(c)(1) and the stan- 
dards of § 56-11-104(d)(2) shall apply; 

(ii) The merger or other acquisition shall not be disapproved if the 
commissioner finds that any of the situations meeting the criteria 
provided by § 56-11-104(d)(3) exist; and 

(iii) The commissioner may condition the approval of the merger or 
other acquisition on the removal of the basis of disapproval within a 
specified period of time; 

(C) The financial condition of any acquiring party is such that it might 
jeopardize the financial stability of the insurer, or prejudice the interest of 
its policyholders; 


81 INSURANCE HOLDING COMPANIES AND RISK MANAGEMENT 56-11-1038 


(D) The plans or proposals that the acquiring party has to liquidate the 
insurer, sell its assets or consolidate or merge it with any person, or to 
make any other material change in its business or corporate structure or 
management, are unfair and unreasonable to policyholders of the insurer 
and not in the public interest; 

(EK) The competence, experience and integrity of those persons who 
would control the operation of the insurer are such that it would not be in 
the interest of policyholders of the insurer and of the public to permit the 
merger or other acquisition of control; or 

(F) The acquisition is likely to be hazardous or prejudicial to the 
insurance buying public. 

(2) The public hearing referred to in subdivision (d)(1) shall be held within 
thirty (30) days after the statement required by subsection (a) is filed, and at 
least twenty (20) days’ notice of the public hearing shall be given by the 
commissioner to the person filing the statement. Not less than seven (7) 
days’ notice of the public hearing shall be given by the person filing the 
statement to the insurer and to such other persons as may be designated by 
the commissioner. The commissioner shall make a determination within the 
sixty-day period preceding the effective date of the proposed transaction. At 
the hearing, the person filing the statement, the insurer, any person to whom 
notice of hearing was sent, and any other person whose interest may be 
affected by the proposed transaction, shall have the right to present 
evidence, examine and cross-examine witnesses, and offer oral and written 
arguments and in connection therewith shall be entitled to conduct discov- 
ery proceedings in the same manner as is presently allowed in the Uniform 
Administrative Procedures Act, compiled in title 4, chapter 5. All discovery 
proceedings shall be concluded not later than three (3) days prior to the 
commencement of the public hearing. 

(3) Ifthe proposed acquisition of control will require the approval of more 
than one (1) commissioner, the public hearing referred to in subdivision 
(d)(2) may be held on a consolidated basis upon request of the person filing 
the statement referred to in subsection (a). Such person shall file the 
statement referred to in subsection (a) with the National Association of 
Insurance Commissioners (NAIC) within five (5) days of making the request 
for a public hearing. A commissioner may opt out of a consolidated hearing, 
and shall provide notice to the applicant of the opt-out within ten (10) days 
of the receipt of the statement referred to in subsection (a). A hearing 
conducted on a consolidated basis shall be public and shall be held within the 
United States before the commissioners of the states in which the insurers 
are domiciled. Such commissioners shall hear and receive evidence. A 
commissioner may attend such hearing, in person or by telecommunication. 

(4) In connection with a change of control of a domestic insurer, any 
determination by the commissioner that the person acquiring control of the 
insurer shall be required to maintain or restore the capital of the insurer to 
the level required by this title, shall be made not later than sixty (60) days 
after the date of notification of the change in control submitted pursuant to 
§ 56-11-103(a)(1). 

(5) The commissioner may retain, at the acquiring person’s expense, any 
attorneys, actuaries, accountants and other experts not otherwise a part of 
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the commissioner’s staff as may be reasonably necessary to assist the 
commissioner in reviewing the proposed acquisition of control. 

(e) Exemptions. This section does not apply to: 

(1) Any transaction that is subject to the provisions of chapter 10 of this 
title dealing with the merger or consolidation of two (2) or more insurers. 

(2) Any offer, request, invitation, agreement or acquisition that the 
commissioner by order shall exempt therefrom as: 

(A) Not having been made or entered into for the purpose and not 
having the effect of changing or influencing the control of a domestic 
insurer; or 

(B) As otherwise not comprehended within the purposes of this section. 

(f) Violations. The following are violations of this section: 

(1) The failure to file any statement, amendment, or other material 
required to be filed pursuant to subsection (a) or (b); or 

(2) The effectuation or any attempt to effectuate an acquisition of control 
of, divestiture of, or merger with, a domestic insurer unless the commis- 
sioner has given approval to the acquisition or merger. 

(g) Jurisdiction; Consent to Service of Process. The courts of this state 
are hereby vested with jurisdiction over every person not resident, domiciled, 
or authorized to do business in this state who files a statement with the 
commissioner under this section, and overall actions involving the person 
arising out of violations of this section, and each such person shall be deemed 
to have performed acts equivalent to and constituting an appointment by such 
a person of the commissioner to be the person’s true and lawful attorney, upon 
whom may be served all lawful process in any action, suit or proceeding arising 
out of violations of this section. Copies of all lawful process shall be served on 
the commissioner and transmitted by registered or certified mail by the 
commissioner to the person at the person’s last known address. 


History. 
Acts 1986, ch. 572, § 3; 1988, ch. 663, § 3; 
T.C.A. § 56-11-2038; Acts 2014, ch. 583, §§ 4-9. 


Code Commission Notes. Former part 2, 
§§ 56-11-201 — 56-11-215, was redesignated as 
part 1, §§ 56-11-101 — 56-11-115, by the code 
commission in 2008. 


Compiler’s Notes. 
Former §§ 56-11-101 — 56-11-111 (Acts 


1970, ch. 462, §§ 1-11;°1989, ch. 591, § 57; 
T.C.A., §§ 56-3901 — 56-3911; 1989, ch. 591, 
§ 57), concerning registration and examination 
of affiliated insurers, were repealed by Acts 
1986, ch. 572, § 16. For provisions relating to 
insurance holding company systems, see this 
part. 


Section to Section References. 
This section is referred to in §§ 56-11-108, 
56-11-110, 56-11-111, 56-22-112, 56-32-122. 


56-11-104. Acquisitions resulting in change in control of insurer. 


(a) Definitions. As used in this section only: 
(1) “Acquisition” means any agreement, arrangement or activity, the 


consummation of which results in a person acquiring directly or indirectly 
the control of another person, and includes, but is not limited to, the 
acquisition of voting securities, the acquisition of assets, bulk reinsurance 
and mergers; and 

(2) “Involved insurer” includes an insurer that either acquires or is 
acquired, is affiliated with an acquirer or acquired, or is the result of a 
merger. 
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(b) Scope. 

(1) Except as exempted in subdivision (b)(2), this section applies to any 
acquisition in which there is a change in control of an insurer authorized to 
do business in this state. 

(2) This section does not apply to the following: 

(A) A purchase of securities solely for investment purposes so long as 
the securities are not used by voting or otherwise to cause or attempt to 
cause the substantial lessening of competition in any insurance market in 
this state. If a purchase of securities results in a presumption of control 
under § 56-11-101(b)(3), it is not solely for investment purposes unless the 
commissioner of insurance of the insurer’s state of domicile accepts a 
disclaimer of control or affirmatively finds that control does not exist and 
the disclaimer action or affirmative finding is communicated by the 
domiciliary commissioner to the commissioner of commerce and insurance 
of this state; 

(B) The acquisition of a person by another person when both persons 
are neither directly nor through affiliates primarily engaged in the 
business of insurance, if pre-acquisition notification is filed with the 
commissioner of commerce and insurance in accordance with subdivision 
(c)(1) thirty (30) days prior to the proposed effective date of the acquisition. 
However, the pre-acquisition notification is not required for exclusion from 
this section if the acquisition would otherwise be excluded from this 
section by any other subdivision of this subdivision (b)(2); 

(C) The acquisition of already affiliated persons; 

(D) An acquisition if, as an immediate result of the acquisition: 

(i) In no market would the combined market share of the involved 
insurers exceed five percent (5%) of the total market; 

(ii) There would be no increase in any market share; or 

(iii) In no market would the combined market share of the involved 
insurers exceed twelve percent (12%) of the total market, and the 
market share increases by more than two percent (2%) of the total 
market. For the purpose of this subdivision (b)(2)(D), “market” means 
direct written insurance premium in this state for a line of business as 
contained in the annual statement required to be filed by insurers 
licensed to do business in this state; 

(E) An acquisition for which a pre-acquisition notification would be 
required pursuant to this section due solely to the resulting effect on the 
ocean marine insurance line of business; or 

(F) An acquisition of an insurer whose domiciliary commissioner affir- 
matively finds that the insurer is in failing condition; there is a lack of 
feasible alternative to improving the condition; the public benefits of 
improving the insurer’s condition through the acquisition exceed the 
public benefits that would arise from not lessening competition; and the 
findings are communicated by the domiciliary commissioner of insurance 
to the commissioner of commerce and insurance of this state. 

(c) Pre-acquisition Notification, Waiting Period. An acquisition cov- 
ered by subsection (b) may be subject to an order pursuant to subsection (e) 
unless the acquiring person files a pre-acquisition notification and the waiting 
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period has expired. The acquired person may file a pre-acquisition notification. 
The commissioner shall give confidential treatment to information submitted 
under this subsection (c) in the same manner as provided in § 56-11-108. 

(1) The pre-acquisition notification shall be in the form and contain the 
information as prescribed by the National Association of Insurance Commis- 
sioners relating to those markets that, under subdivision (b)(2)(D), cause the 
acquisition not to be exempted from this section. The commissioner may 
require additional material and information deemed necessary to determine 
whether the proposed acquisition, if consummated, would violate the com- 
petitive standard of subsection (d). The required information may include an 
opinion of an economist as to the competitive impact of the acquisition in this 
state accompanied by a summary of the education and experience of the 
person indicating the person’s ability to render an informed opinion. 

(2) The waiting period required shall begin on the date of receipt of the 
commissioner of a pre-acquisition notification and shall end on the earlier of 
the thirtieth day after the date of the receipt, or termination of the waiting 
period by the commissioner. Prior to the end of the waiting period, the 
commissioner, on a one-time basis, may require the submission of additional 
needed information relevant to the proposed acquisition, in which event the 
waiting period shall end on the earlier of the thirtieth day after receipt of the 
additional information by the commissioner, or termination of the waiting 
period by the commissioner. 

(d) Competitive Standard. 

(1) The commissioner may enter an order under subdivision (e)(1) with 
respect to an acquisition if there is substantial evidence that the effect of the 
acquisition may be substantially to lessen competition in any line of 
insurance in this state or tend to create a monopoly therein, or if the insurer 
fails to file adequate information in compliance with subsection (c). 

(2) In determining whether a proposed acquisition would violate the 
competitive standard of subdivision (d)(1), the commissioner shall consider 
the following: 

(A) Any acquisition covered under subsection (b) involving two (2) or 
more insurers competing in the same market is prima facie evidence of 
violation of the competitive standards: 

(i) If the market is highly concentrated and the involved insurers 
possess the following shares of the market: 


Insurer A Insurer B 
4% 4% or more 
10% 2% or more 
15% 1% or more 


(iz) Ifthe market is not highly concentrated and the involved insurers 
possess the following shares of the market: 


Insurer A Insurer B 
5% 5% or more 
10% 4% or more 
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Insurer A Insurer B 
15% 3% or more 
19% 1% or more 


A highly concentrated market is one in which the share of the four (4) 
largest insurers is seventy-five percent (75%) or more of the market. 
Percentages not shown in the tables are interpolated proportionately to 
the percentages that are shown. If more than two (2) insurers are 
involved, exceeding the total of the two (2) columns in the table is prima 
facie evidence of violation of the competitive standard in subdivision 
(d)(1). For the purpose of this subdivision (d)(2)(A), the insurer with the 
largest share of the market shall be deemed to be Insurer A. 

(B) There is a significant trend toward increased concentration when 
the aggregate market share of any grouping of the largest insurers in the 
market from the two (2) largest to the eight (8) largest has increased by 
seven percent (7%) or more of the market over a period of time extending 
from any base year five (5) to ten (10) years prior to the acquisition up to 
the time of the acquisition. Any acquisition or merger covered under 
subsection (b) involving two (2) or more insurers competing in the same 
market is prima facie evidence of violation of the competitive standard in 
subdivision (d)(1) if: 

Gi) There is a significant trend toward increased concentration in the 
market; | 

(ii) One (1) of the insurers involved is one (1) of the insurers in a 
grouping of the large insurers showing the requisite increase in the 
market share; and 

(iii) Another involved insurer’s market is two percent (2%) or more. 
(C) As used in this subdivision (d)(2): 

(i) “Insurer” includes any company or group of companies under 
common management, ownership or control; 

(ii) “Market” means the relevant product and geographical markets. 
In determining the relevant product and geographical markets, the 
commissioner shall give due consideration to, among other things, the 
definitions or guidelines, if any, promulgated by the National Associa- 
tion of Insurance Commissioners and to information, if any, submitted 
by parties to the acquisition. In the absence of sufficient information to 
the contrary, the relevant product market is assumed to be the direct 
written insurance premium for a line of business, the line being that 
used in the annual statement required to be filed by insurers doing 
business in this state and the relevant geographical market is assumed 
to be this state; and 

(iii) The burden of showing prima facie evidence of violation of the 
competitive standard rests upon the commissioner. 

(D) Even though an acquisition is not prima facie violative of the 
competitive standard under subdivisions (d)(2)(A) and (B), the commis- 
sioner may establish the requisite anticompetitive effect based upon other 
substantial evidence. Even though an acquisition is prima facie violative 
of the competitive standard under subdivisions (d)(2)(A) and (B), a party 
may establish the absence of the requisite anticompetitive effect based 
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upon other substantial evidence. Relevant factors in making a determina- 

tion under this subdivision (d)(2)(D) include, but are not, limited to, the 

following: market shares, volatility of ranking of market leaders, number 
of competitors, concentration, trend of concentration in the industry, and 
ease of entry and exit into the market. 

(3) An order may not be entered under subdivision (e)(1) if: 

(A) The acquisition will yield substantial economies of scale or econo- 
mies in resource utilization that cannot be feasibly achieved in any other 
way, and the public benefits that would arise from the economies exceed 
the public benefits that would arise from not lessening competition; or 

(B) The acquisition will substantially increase the availability of insur- 
ance, and the public benefits of the increase exceed the public benefits that 
would arise from not lessening competition. 

(e) Orders and Penalties. 

(1) If an acquisition violates the standards of this section, the commis- 
sioner may enter an order requiring an involved insurer to cease and desist 
from doing business in this state with respect to the line or lines of insurance 
involved in the violation. 

(2) The commissioner may also issue an order denying the application of 
an acquired or acquiring insurer for a license to do business in this state. 

(3) An order shall not be entered unless there is a hearing, notice of the 
hearing is issued prior to the end of the waiting period and not less than 
fifteen (15) days prior to the hearing, and the hearing is concluded and the 
order is issued no later than sixty (60) days after the date of the filing of the 
pre-acquisition notification with the commissioner. Every order shall be 
accompanied by a written decision of the commissioner setting forth the 
commissioner’s findings of fact and conclusions of law. 

(4) An order pursuant to this subsection (e) shall not apply if the 
acquisition is not consummated. 

(5) Any person who violates a cease and desist order of the commissioner 
under this section and while the order is in effect may, after notice and 
hearing, and upon order of the commissioner, be subject to any one (1) or 
more of the following at the discretion of the commissioner: 

(A) Amonetary penalty of not more than ten thousand dollars ($10,000) 
for every day of violation; or 

(B) Suspension or revocation of the person’s license. 

(6) Any insurer or other person who fails to make any filing required by 
this section and who also fails to demonstrate a good faith effort to comply 
with any filing requirement shall be subject to a fine of not more than fifty 
thousand dollars ($50,000). 

(f) Inapplicable Provisions. Sections 56-11-110(b) and (c) and 56-11-112 
do not apply to acquisitions covered under subsection (b). 


History. part 1, §§ 56-11-101 — 56-11-115, by the code 
Acts 1986, ch. 572, § 4; T.C.A. § 56-11-204; commission in 2008. 
Acts 2014, ch. 583, §§ 10-12. j 
Compiler’s Notes. 


Code Commission Notes. Former part 2, Former §§ 56-11-101 — 56-11-111 (Acts 
8§ 56-11-201 — 56-11-215, was redesignated as 1970, ch. 462, §§ 1-11; 1989, ch. 591, § 57; 
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T.C.A., §§ 56-3901 — 56-3911; 1989, ch. 591, Cross-References. 

§ 57), concerning registration and examination Confidentiality of public records, § 10-7-504. 
of affiliated insurers, were repealed by Acts 

1986, ch. 572, § 16. For provisions relating to Section to Section References. 

insurance holding company systems, see this This section is referred to in § 56-11-103. 
part. 


56-11-105. Registration of insurers and health maintenance organiza- 
tions — Statements — Disclaimer of affiliation. 


(a)(1) Registration. Every insurer and every health maintenance organi- 
zation that is authorized to do business in this state and that is a member 
of an insurance holding company system or health maintenance organi- 
zation holding company system shall register with the commissioner, 
except a foreign insurer subject to registration requirements and stan- 
dards adopted by statute or regulation in the jurisdiction of its domicile 
that are substantially similar to those contained in: 

(A) This section; 

(B) § 56-11-106(a)(1), (b), (d); and 

(C) Either § 56-11-106(a)(2) or a provision such as the following: Each 
registered insurer shall keep current the information required to be 
disclosed in its registration statement by reporting all material changes 
or additions within fifteen (15) days after the end of the month in which 
it learns of each change or addition. 

(2) Any insurer or health maintenance organization that is subject to 
registration under this section shall register within fifteen (15) days after it 
becomes subject to registration, and annually thereafter by April 30 of each 
year for the previous calendar year, unless the commissioner for good cause 
shown extends the time for registration, and then within the extended time. 
The commissioner may require any insurer or health maintenance organi- 
zation authorized to do business in the state which is a member of an 
insurance or health maintenance organization holding company system that 
is not subject to registration under this section to furnish a copy of the 
registration statement, the summary specified in § 56-11-105(c), or other 
information filed by the insurance company or health maintenance organi- 
zation with the insurance or health maintenance organization regulatory 
authority of its domiciliary jurisdiction. 

(b) Information and Form Required. Every insurer and every health 
maintenance organization subject to registration shall file the registration 
statement on a form prescribed by the National Association of Insurance 
Commissioners, which shall contain the following current information: 

(1) The capital structure, general financial condition, ownership and 
management of the insurer or health maintenance organization and any 
person controlling the insurer or health maintenance organization; 

(2) The identity and relationship of every member of the insurance 
holding company system or health maintenance organization holding com- 
pany system; 

(3) The following agreements in force, and transactions currently out- 
standing or that have occurred during the last calendar year between the 
insurer or health maintenance organization and its affiliates: 
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(A) Loans, other investments, or purchases, sales or exchanges of 
securities of the affiliates by the insurer or health maintenance organiza- 
tion, or of the insurer or health maintenance organization by its affiliates; 

(B) Purchases, sales, or exchange of assets; 

(C) Transactions not in the ordinary course of business; 

(D) Guarantees or undertakings for the benefit of an affiliate that result 
in an actual contingent exposure of the insurer’s or the health mainte- 
nance organization’s assets to liability, other than insurance or provider or 
enrollee contracts entered into in the ordinary course of the insurer’s or 
health maintenance organization’s business; 

(E) All management agreements, service contracts and all cost-sharing 
arrangements; 

(F) Reinsurance agreements; 

(G) Dividends and other distributions to shareholders; and 

(H) Consolidated tax allocation agreements; 

(4) Any pledge of the insurer’s or the health maintenance organization’s 
stock, including stock of any subsidiary or controlling affiliate, for a loan 
made to any member of the insurance holding company system or health 
maintenance organization holding company system; 

(5) If requested by the commissioner, the insurer or health maintenance 
organization shall include financial statements of, or within an insurance or 
health maintenance organization holding company system, including all 
affiliates. Financial statements may include, but are not limited to, annual 
audited financial statements filed with the U.S. Securities and Exchange 
Commission (SEC) pursuant to the Securities Act of 1933, as amended, or 
the Securities Exchange Act of 1934, as amended. An insurer or health 
maintenance organization required to file financial statements pursuant to 
this subdivision (b)(5) may satisfy the request by providing the commis- 
sioner with the most recently filed parent corporation financial statements 
that have been filed with the SEC; 

(6) Other matters concerning transactions between registered insurers or 
registered health maintenance organizations and any affiliates as may be 
included from time to time in any registration forms adopted or approved by 
the commissioner; 

(7) Statements that the insurer’s or health maintenance organization’s 
board of directors oversees corporate governance and internal controls and 
that the insurer’s or health maintenance organization’s officers or senior 
management have approved, implemented, and continue to maintain and 
monitor corporate governance and internal control procedures; and 

(8) Any other information required by the commissioner by rule or 
regulation. 

(c) Summary of Registration Statement. All registration statements 
shall contain a summary outlining all items in the current registration 
statement representing changes from the prior registration statement. 

(d) Materiality. No information need be disclosed on the registration 
statement filed pursuant to subsection (b) if the information is not material for 
the purposes of this section. Unless the commissioner by rule, regulation or 
order provides otherwise, sales, purchases, exchanges, loans or extensions of 
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credit, investments, or guarantees involving one-half of one percent (0.5%) or 
less of an insurer’s or health maintenance organization’s admitted assets as of 
December 31 next preceding, shall not be deemed material for purposes of this 
section. 

(e) Reporting of Dividends to Shareholders. Subject to § 56-11-106(b), 
each registered insurer and each registered health maintenance organization 
shall report to the commissioner, for informational purposes, all dividends and 
other distributions to shareholders within five (5) business days following the 
declaration thereof, and at least ten (10) days prior to their payment. The 
commissioner shall promulgate rules that establish procedures to: 

(1) Consider promptly the informational prepayment notices and the 
standards set forth in § 56-11-106(b); and 
(2) Review annually all ordinary dividends within the preceding twelve 

(12) months. 

(f) Information of Insurers. Any person within an insurance holding 
company system or health maintenance organization holding company system 
subject to registration shall be required to provide complete and accurate 
information to an insurer or health maintenance organization, where the 
information is reasonably necessary to enable the insurer or health mainte- 
nance organization to comply with this part. 

(g) Termination of Registration. The commissioner shall terminate the 
registration of any insurer or health maintenance organization that demon- 
strates that it no longer is a member of an insurance holding company system 
or health maintenance organization holding company system. 

(h) Consolidated Filing. The commissioner may require or allow two (2) or 
more affiliated insurers or two (2) or more affiliated health maintenance 
organizations subject to registration under this section to file a consolidated 
registration statement. 

Gi) Alternative Registration. The commissioner may allow an insurer or 
health maintenance organization that is authorized to do business in this state 
and that is part of an insurance holding company system or health mainte- 
nance organization holding company system to register on behalf of any 
affiliated insurer or health maintenance organization that is required to 
register under subsection (a) and to file all information and material required 
to be filed under this section. 

(j) Exemptions. This section does not apply to any insurer, health mainte- 
nance organization, information or transaction if, and to the extent that, the 
commissioner by rule, regulation, or order may exempt the same from this 
section. 

(k) Disclaimer. Any person may file with the commissioner a disclaimer of 
affiliation with any authorized insurer or health maintenance organization or 
such a disclaimer may be filed by the insurer or health maintenance organi- 
zation or any member of any insurance holding company system or health 
maintenance organization holding company system. The disclaimer shall fully 
disclose all material relationships and bases for affiliation between the person 
and the insurer or health maintenance organization as well as the basis for 
disclaiming the affiliation. A disclaimer of affiliation shall be deemed to have 
been granted unless the commissioner, within thirty (30) days following receipt 
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of a complete disclaimer, notifies the filing party the disclaimer is disallowed. 
In the event of disallowance, the disclaiming party may request an adminis- 
trative hearing, which shall be granted. The disclaiming party shall be relieved 
of any duty to register or report under this section if approval of the disclaimer 
has been granted by the commissioner, or if the disclaimer is deemed to have 
been approved. 

(1) Enterprise Risk Filing. The ultimate controlling person of every 
insurer subject to registration shall also file an annual enterprise risk report. 
The report shall, to the best of the ultimate controlling person’s knowledge and 
belief, identify the material risks within the insurance holding company 
system that could pose enterprise risk to the insurer. The report shall be filed 
with the lead state commissioner of the insurance holding company system as 
determined by the procedures within the Financial Analysis Handbook ad- 
opted by the National Association of Insurance Commissioners. 

(m) Violations. The failure to file a registration statement or any summary 
of the registration statement or enterprise risk filing required by this section 
within the time specified for the filing is a violation of this section. 


History. 

Acts 1986, ch. 572, § 5; 1993, ch. 253, § 17; 
1995, ch. 363, § 16; 2000, ch. 708, § 3d; 2001, 
ch. 118, § 2; T.C.A. § 56-11-205; Acts 2014, ch. 
583, § 13; 2016, ch. 735, § 4. 


Code Commission Notes. Former part 2, 
§§ 56-11-201 — 56-11-215, was redesignated as 
part 1, §§ 56-11-101 — 56-11-115, by the code 
commission in 2008. 


Compiler’s Notes. 

Former §§ 56-11-101 — 56-11-111 (Acts 
1970, ch. 462, §§ 1-11; 1989, ch. 591, § 57; 
T.C.A., §§ 56-3901 — 56-3911; 1989, ch. 591, 
§ 57), concerning registration and examination 
of affiliated insurers, were repealed by Acts 
1986, ch. 572, § 16. For provisions relating to 
insurance holding company systems, see this 
part. 


Amendments. 
The 2016 amendment rewrote (e), which 


read, “Reporting of Dividends to Shareholders. 
Subject to § 56-11-106(b), each registered in- 
surer and each registered health maintenance 
organization shall report to the commissioner 
all dividends and other distributions to share- 
holders within fifteen (15) business days follow- 
ing the declaration thereof.”. 


Effective Dates. 
Acts 2016, ch. 735, § 10. April 7, 2016. 


Cross-References. 

Responsibilities and obligations of limited 
credit life and credit accident and health rein- 
surer, § 56-2-210. 


Section to Section References. 

This section is referred to in §§ 56-2-210, 
56-11-101, 56-11-1038, 56-11-107, 56-11-108, 56- 
11-111, 56-11-116. 


56-11-106. Transactions within a holding company system — Stan- 
dards — Dividends — Management of domestic insurers 
and health maintenance organizations. 


(a) Transactions Within a Holding Company System. 

(1) Transactions within an insurance or health maintenance organization 
holding company system, to which an insurer or health maintenance 
organization subject to registration is a party, shall be subject to the 


following standards: 


(A) The terms shall be fair and reasonable; 
(B) Agreements for cost sharing services and management shall include 
such provisions as required by rule and regulation issued by the commis- 


sioner; 


(C) Charges or fees for services performed shall be reasonable; 


a1 INSURANCE HOLDING COMPANIES AND RISK MANAGEMENT 56-11-106 


(D) Expenses incurred and payment received shall be allocated to the 
insurer or health maintenance organization in conformity with customary 
insurance accounting practices, or, in the case of health maintenance 
organizations, customary accounting practices applicable to health main- 
tenance organizations, consistently applied; 

(E) The books, accounts and records of each party to all the transactions 
shall be so maintained as to clearly and accurately disclose the nature and 
details of the transactions, including the accounting information neces- 
sary to support the reasonableness of the charges or fees to the respective 
parties; and 

(F) The insurer’s surplus as regards policyholders, or the health main- 
tenance organization’s net worth, following any dividends or distributions 
to shareholder affiliates shall be reasonable in relation to the insurer’s, or 
health maintenance organization’s, outstanding liabilities and adequate 
to meet the insurer’s or health maintenance organization’s financial 
needs. 

(2) The following transactions involving a domestic insurer or a health 
maintenance organization and any person in its insurance or health main- 
tenance organization holding company system, including amendments or 
modifications of affiliate agreements previously filed pursuant to this sec- 
tion, which are subject to any materiality standards contained in subdivi- 
sions (a)(2)(A)-(G), may not be entered into unless the insurer or health 
maintenance organization has notified the commissioner in writing of its 
intention to enter into the transaction at least thirty (30) days prior thereto, 
or a shorter period that the commissioner may permit, and the commissioner 
has not disapproved it within the period. The notice for amendments or 
modifications shall include the reasons for the change and the financial 
impact on the domestic insurer. Informal notice shall be reported, within 
thirty (30) days after a termination of a previously filed agreement, to the 
commissioner for determination of the type of filing required, if any: 

(A) Sales, purchases; provided, that exchanges, loans, extensions of 
credit, or investments the transactions are equal to or exceed: 

(i) With respect to nonlife insurers and health maintenance organi- 
zations, the lesser of three percent (3%) of the insurer’s or health 
maintenance organization’s admitted assets, or twenty-five percent 
(25%) of surplus as regards policyholders, or, with respect to health 
maintenance organizations, net worth as of December 31 next preced- 
ing; and 

(ii) With respect to life insurers, three percent (3%) of the insurer’s 
admitted assets, each as of December 31 next preceding; 

(B) Loans or extensions of credit to any person who is not an affiliate, 
where the insurer or health maintenance organization makes the loans or 
extensions of credit with the agreement or understanding that the 
proceeds of the transactions, in whole or in substantial part, are to be used 
to make loans or extensions of credit to, to purchase assets of, or to make 
investments in, any affiliate of the insurer or health maintenance organi- 
zation making the loans or extensions of credit; provided, that the 
transactions are equal to or exceed: 
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(i) With respect to nonlife insurers and health maintenance organi- 
zations, the lesser of three percent (3%) of the insurer’s or health 
maintenance organization’s admitted assets, or twenty-five percent 
(25%) of surplus as regards policyholders, or, with respect to health 
maintenance organizations, net worth as of December 31 next preced- 
ing; and 

(ii) With respect to life insurers, three percent (3%) of the insurer’s 
admitted assets as of December 31 next preceding; 

(C) Reinsurance agreements or modifications thereto, including: 

(i) All reinsurance pooling agreements; 

(ii) Agreements in which the reinsurance premium or a change in the 
insurer’s or health maintenance organization’s liabilities, or the pro- 
jected reinsurance premium or a change in the insurer’s liabilities in 
any of the next three (3) years, equals or exceeds five percent (5%) of the 
insurer’s surplus as regards policyholders, or, with respect to health 
maintenance organizations, net worth, as of December 31 next preced- 
ing, including those agreements that may require as consideration the 
transfer of assets from an insurer or health maintenance organization to 
a non-affiliate, if an agreement or understanding exists between the 
insurer or health maintenance organization and non-affiliate that any 
portion of the assets will be transferred to one (1) or more affiliates of the 
insurer or health maintenance organization; 

(D) All management agreements, service contracts, tax allocation 
agreements, guarantees and all cost-sharing arrangements; 

(KE) Guarantees when made by a domestic insurer or health mainte- 
nance organization; provided, however, that a guarantee which is quanti- 
fiable as to amount is not subject to the notice requirements of this 
paragraph unless it exceeds the lesser of one-half of one percent (0.5%) of 
the insurer’s or health maintenance organization’s admitted assets, or ten 
percent (10%) of surplus as regards policyholders, or with respect to health 
maintenance organizations, net worth, as of December 31 next preceding. 
Further, all guarantees which are not quantifiable as to amount are 
subject to the notice requirements of this subdivision (a)(2)(E); 

(F) Direct or indirect acquisitions or investments in a person that 
controls the insurer or health maintenance organization or in an affiliate 
of the insurer or health maintenance organization in an amount which, 
together with its present holdings in such investments, exceeds two and 
one-half percent (2.5%) of the insurer’s surplus to policyholders, or, with 
respect to health maintenance organizations, net worth. Direct or indirect 
acquisitions or investments in subsidiaries acquired pursuant to § 56-11- 
102 (or authorized under any other section of this title), or in non- 
subsidiary insurance affiliates that are subject to this part, are exempt 
from this requirement; and 

(G) Any material transactions, specified by regulation, which the com- 
missioner determines may adversely affect the interests of the insurer’s 
policyholders or the health maintenance organization’s enrollees or pro- 
viders. Nothing in this subdivision (a)(2) shall be deemed to authorize or 
permit any transactions that, in the case of an insurer or health mainte- 
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nance organization that is not a member of the same insurance or health 

maintenance organization holding company system, would be otherwise 

contrary to law. 

(3) A domestic insurer or a health maintenance organization may not 
enter into transactions that are part of a plan or series of like transactions 
with persons within the insurance or health maintenance organization 
holding company system, if the purpose of those separate transactions is to 
avoid the statutory threshold amount and thus avoid the review that would 
occur otherwise. If the commissioner determines that the separate transac- 
tions were entered into over any twelve-month period for this purpose, the 
commissioner may exercise the authority under § 56-11-111. 

(4) The commissioner, in reviewing transactions pursuant to subdivision 
(a)(2), shall consider whether the transactions comply with the standards set 
forth in subdivision (a)(1), and whether they may adversely affect the 
interests of policyholders, or, in the case of health maintenance organiza- 
tions, enrollees or providers. 

(5) The commissioner shall be notified within thirty (80) days of any 
investment of the domestic insurer or health maintenance organization in 
any one (1) corporation if the total investment in the corporation by the 
insurance holding company system or health maintenance organization 
holding company system exceeds ten percent (10%) of the corporation’s 
voting securities. 

(b) Dividends and Other Distributions. 

(1) No domestic insurer and no health maintenance organization shall 
pay an extraordinary dividend or make any other extraordinary distribution 
to its shareholders until: 

(A) Thirty (30) days after the commissioner has received notice of the 
declaration thereof and has not within the period disapproved the pay- 
ment; or 

(B) The commissioner shall have approved the payment within the 
thirty-day period. 

(2) For purposes of this section, an extraordinary dividend or distribution 
includes any dividend or distribution of cash or other property, whose fair 
market value together with that of other dividends or distributions made 
within the preceding twelve (12) months exceeds the greater of: 

(A) Ten percent (10%) of the insurer’s surplus as regards policyholders, 
or, with respect to health maintenance organizations, net worth, as of 
December 31 next preceding; or 

(B) The net gain from operations of the insurer, if the insurer is a life 
insurer, or of the net income, if the insurer is not a life insurer, or a health 
maintenance organization, not including realized capital gains, for the 
twelve-month period ending December 31 next preceding, but shall not 
include pro rata distributions of any class of the insurer’s or health 
maintenance organization’s own securities. 

(3) Notwithstanding any other law in this title, an insurer or health 
maintenance organization may declare an extraordinary dividend or distri- 
bution that is conditional upon the commissioner’s approval thereof, and 
such a declaration shall confer no rights upon shareholders until: 
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(A) The commissioner has approved the payment of such a dividend or 
distribution; or i 

(B) The commissioner has not disapproved the payment within the 
thirty-day period referred to in subdivision (b)(1). 

(4)(A) A domestic insurer or health maintenance organization shall pay a 

dividend or make a distribution to its shareholders only from the insurer’s 

or health maintenance organization’s earned surplus; provided, that the 
insurer or health maintenance organization may pay a dividend or make 

a distribution not from earned surplus if the commissioner’s approval is 

first received. 

(B) As used in this subdivision (b)(4), “earned surplus” means unas- 
signed surplus as reported in the insurer’s or health maintenance organi- 
zation’s most recent financial statement. 

(c) Management of Domestic Insurers and Health Maintenance Or- 
ganizations Subject to Registration. 

(1) Notwithstanding the control of a domestic insurer or any licensed 
health maintenance organization by any person, the officers and directors of 
the insurer or health maintenance organization shall not thereby be relieved 
of any obligation or liability to which they would otherwise be subject to by 
law, and the insurer or health maintenance organization shall be managed 
so as to assure its separate operating identity consistent with this part. 

(2) Nothing in this section shall preclude a domestic insurer or any 
licensed health maintenance organization from having or sharing a common 
management or cooperative or joint use of personnel, property or services 
with one (1) or more other persons under arrangements meeting the 
standards of subdivision (a)(1). 

(3) Not less than one-third (14) of the directors of a domestic insurer or 
any licensed health maintenance organization, and not less than one-third 
(44) of the members of each committee of the board of directors of any 
domestic insurer or health maintenance organization shall be persons who 
are not officers or employees of the insurer or health maintenance organi- 
zation or of any entity controlling, controlled by, or under common control 
with the insurer or health maintenance organization and who are not 
beneficial owners of a controlling interest in the voting stock of the insurer 
or health maintenance organization or entity. At least one (1) such person 
must be included in any quorum for the transaction of business at any 
meeting of the board of directors or any committee thereof. 

(4) The board of directors of a domestic insurer or any licensed health 
maintenance organization shall establish one (1) or more committees com- 
prised solely of directors who are not officers or employees of the insurer or 
health maintenance organization or of any entity controlling, controlled by, 
or under common control with the insurer or health maintenance organiza- 
tion and who are not beneficial owners of a controlling interest in the voting 
stock of the insurer or health maintenance organization or any such entity. 
The committee or committees shall have responsibility for nominating 
candidates for director for election by shareholders or policyholders, evalu- 
ating the performance of officers deemed to be principal officers of the 
insurer or health maintenance organization and recommending to the board 


95 INSURANCE HOLDING COMPANIES AND RISK MANAGEMENT 56-11-106 


of directors the selection and compensation of the principal officers. 

(5) Subdivisions (c)(3) and (4) shall not apply to a domestic insurer or any 
licensed health maintenance organization if the person controlling the 
insurer or health maintenance organization, such as an insurer, a health 
maintenance organization, a mutual insurance holding company, or a 
publicly held corporation, has a board of directors and committees thereof 
that meet the requirements of subdivisions (c)(3) and (4) with respect to such 
controlling entity. 

(6) An insurer or health maintenance organization may make application 
to the commissioner for a waiver from the requirements of this subsection 
(c), if the insurer’s or health maintenance organization’s annual direct 
written and assumed premium, excluding premiums reinsured with the 
Federal Crop Insurance Corporation and Federal Flood Program, is less 
than three hundred million ($300,000,000). An insurer or health mainte- 
nance organization may also make application to the commissioner for a 
waiver from the requirements of this subsection (c) based upon unique 
circumstances. The commissioner may consider various factors including, 
but not limited to, the type of business entity, volume of business written, 
availability of qualified board members, or the ownership or organizational 
structure of the entity. 

(d) Adequacy of Surplus. 

(1) For purposes of this part, in determining whether an insurer’s surplus 
as regards policyholders is reasonable in relation to the insurer’s outstand- 
ing liabilities and adequate to meet its financial needs, the following factors, 
among others, shall be considered: 

(A) The size of the insurer as measured by its assets, capital and 
surplus, reserves, premium writings, insurance in force and other appro- 
priate criteria; 

(B) The extent to which the insurer’s business is diversified among the 
several lines of insurance; 

(C) The number and size of risks insured in each line of business; 

(D) The extent of the geographical dispersion of the insurer’s insured 
risks; 

(E) The nature and extent of the insurer’s reinsurance program; 

(F) The quality, diversification and liquidity of the insurer’s investment 
portfolio; 

(G) The recent past and projected future trend in the size of the 
insurer’s investment portfolio; 

(H) The surplus as regards policyholders maintained by other compa- 
rable insurers; 

(1) The adequacy of the insurer’s reserves; and 

(J) The quality and liquidity of investments in affiliates. The commis- 
sioner may treat any such investment as a disallowed asset for purposes 
of determining the adequacy of surplus as regards policyholders whenever 
in the commissioner’s judgment the investment so warrants. 

(2) Subdivisions (d)(1)(A)-(J) shall also apply to health maintenance 
organizations, to the extent appropriate. 


56-11-107 


History. 

Acts 1986, ch. 572, § 6; 1993, ch. 253, §§ 18, 
22; 2000, ch. 708, § 3e; T.C.A.§ 56-11-206; Acts 
2014, ch. 583, § 14. 


Code Commission Notes. Former part 2, 
§§ 56-11-201 — 56-11-215, was redesignated as 
part 1, §§ 56-11-101 — 56-11-115, by the code 
commission in 2008. 


Compiler’s Notes. 
Former §§ 56-11-101 — 56-11-111 (Acts 
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1970, ch. 462, §§ 1-11; 1989, ch. 591, § 57; 
T.C.A., §§ 56-3901 — 56-3911; 1989, ch. 591, 
§ 57), concerning registration and examination 
of affiliated insurers, were repealed by Acts 
1986, ch. 572, § 16. For provisions relating to 
insurance holding company systems, see this 
part. 


Section to Section References. 
This section is referred to in §§ 56-2-210, 
56-11-105, 56-11-108, 56-11-111. 


56-11-107. Financial condition of insurer or health maintenance orga- 
nization. 


(a) Power of Commissioner. Subject to the limitation contained in this 
section, and in addition to the powers that the commissioner has under 
chapters 1 and 32 of this title, relating to the examination of insurers or health 
maintenance organizations, the commissioner also has the power to examine 
any insurer or health maintenance organization registered under § 56-11-105 
and its affiliates to ascertain the financial condition of the insurer or health 
maintenance organization, including the enterprise risk to the insurer by the 
ultimate controlling party, or by any entity or combination of entities within 
the insurance or health maintenance organization holding company system, or 
by the insurance or health maintenance organization holding company system 
on a consolidated basis. 

(b) Access to Books and Records. 

(1) The commissioner may order any insurer or health maintenance 
organization registered under § 56-11-105 to produce any records, books, or 
other information papers in the possession of the insurer or health mainte- 
nance organization or its affiliates that are reasonably necessary to deter- 
mine compliance with this title. 

(2) To determine compliance with this title, the commissioner may order 
any insurer or health maintenance organization registered under § 56-11- 
105 to produce information not in the possession of the insurer or health 
maintenance organization if the insurer or health maintenance organization 
can obtain access to such information pursuant to contractual relationships, 
statutory obligations, or other methods. In the event the insurer or health 
maintenance organization cannot obtain the information requested by the 
commissioner, the insurer or health maintenance organization shall provide 
the commissioner a detailed explanation of the reason that the insurer or 
health maintenance organization cannot obtain the information and the 
identity of the holder of information. Whenever it appears to the commis- 
sioner that the detailed explanation is without merit, the commissioner may 
require, after notice and hearing, the insurer or health maintenance 
organization to pay a penalty of one hundred dollars ($100) for each day’s 
delay, or may suspend or revoke the insurer’s license. 

(c) Use of Consultants. The commissioner may retain, at the registered 
insurer or health maintenance organization’s expense, attorneys, actuaries, 
accountants and other experts, not otherwise a part of the commissioner’s 
staff, that shall be reasonably necessary to assist in the conduct of the 
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examination under subsection (a). Any persons so retained shall be under the 
direction and control of the commissioner and shall act in a purely advisory 
capacity. 

(d) Expenses. Each registered insurer or health maintenance organization 
producing for examination records, books and papers pursuant to subsection 
(a) shall be liable for and shall pay the expense of the examination in 
accordance with chapters 1 and 32 of this title. 

(e) Compelling Production. In the event the insurer fails to comply with 
an order, the commissioner shall have the power to examine the affiliates to 
obtain the information. The commissioner shall also have the power to issue 
subpoenas, to administer oaths, and to examine under oath any person for 
purposes of determining compliance with this section. Upon the failure or 
refusal of any person to obey a subpoena, the commissioner may petition a 
court of competent jurisdiction, and upon proper showing, the court may enter 
an order compelling the witness to appear and testify or produce documentary 
evidence. Failure to obey the court order shall be punishable as contempt of 
court. Every person shall be obliged to attend as a witness at the place specified 
in the subpoena, when subpoenaed, anywhere within the state. Such person 
shall be entitled to the same fees and mileage, if claimed, as a witness in courts 
of this state, which fees, mileage, and actual expense, if any, necessarily 
incurred in securing the attendance of witnesses, and their testimony, shall be 
itemized and charged against, and be paid by, the company being examined. 


History. 
Acts 1986, ch. 572, § 7; 2000, ch. 708, § 3f; 
T.C.A. § 56-11-207; Acts 2014, ch. 588, § 15. 


Code Commission Notes. Former part 2, 
§§ 56-11-201 — 56-11-215, was redesignated as 
_ part 1, §§ 56-11-101 — 56-11-115, by the code 
commission in 2008. 


Compiler’s Notes. 
Former §§ 56-11-101 — 56-11-111 (Acts 


1970, ch. 462, §§ 1-11; 1989, ch. 591, § 57; 
T.C.A., §§ 56-3901 — 56-3911; 1989, ch. 591, 
§ 57), concerning registration and examination 
of affiliated insurers, were repealed by Acts 
1986, ch. 572, § 16. For provisions relating to 
insurance holding company systems, see this 
part. 


Section to Section References. 
This section is referred to in §§ 56-11-108, 
56-11-116. 


56-11-108. Confidentiality of investigations and examinations. 


(a) Documents, materials or other information in the possession or control of 
the department that are obtained by or disclosed to the commissioner or any 
other person in the course of an examination or investigation made pursuant 
to § 56-11-107, and all information reported pursuant to §§ 56-11-103(b)(12) 
and (13), 56-11-105 and 56-11-106, shall be confidential by law and privileged, 
shall not be subject to § 10-7-503 or § 56-1-602, shall not be subject to 
subpoena, and shall not be subject to discovery or admissible in evidence in any 
private civil action. However, the commissioner is authorized to use the 
documents, materials or other information in the furtherance of any regulatory 
or legal action brought as a part of the commissioner’s official duties. The 
commissioner shall not otherwise make the documents, materials or other 
information public without the prior written consent of the insurer or health 
maintenance organization to which it pertains unless the commissioner, after 
giving the insurer or health maintenance organization and its affiliates who 
would be affected thereby notice and opportunity to be heard, determines that 
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the interest of policyholders, enrollees, providers, shareholders or the public 
will be served by the publication thereof, in which event the commissioner may 
publish all or any part thereof, in the manner the commissioner may deem 
appropriate. 

(b) Neither the commissioner nor any person who received documents, 
materials or other information while acting under the authority of the 
commissioner or with whom such documents, materials or other information 
are shared pursuant to this part shall be permitted or required to testify in any 
private civil action concerning any confidential documents, materials, or 
information subject to subsection (a). 

(c) In order to assist in the performance of the commissioner’s duties, the 
commissioner: 

(1) May share documents, materials or other information, including the 
confidential and privileged documents, materials or information subject to 
subsection (a), with other state, federal and international regulatory agen- 
cies, with the National Association of Insurance Commissioners (NAIC) and 
its affiliates and subsidiaries, and with state, federal, and international law 
enforcement authorities, including members of any supervisory college 
described in § 56-11-116; provided, that the recipient agrees in writing to 
maintain the confidentiality and privileged status of the document, material 
or other information, and has verified in writing the legal authority to 
maintain confidentiality. 

(2) Notwithstanding subdivision (c)(1), may only share confidential and 
privileged documents, material, or information reported pursuant to § 56- 
11-105(Z) with commissioners of states having statutes or regulations sub- 
stantially similar to subsection (a) and who have agreed in writing not to 
disclose such information; 

(3) May receive documents, materials or information, including otherwise 
confidential and privileged documents, materials or information from the 
NAIC and its affiliates and subsidiaries and from regulatory and law 
enforcement officials of other foreign or domestic jurisdictions, and shall 
maintain as confidential or privileged any document, material or informa- 
tion received with notice or the understanding that it is confidential or 
privileged under the laws of the jurisdiction that is the source of the 
document, material or information; and 

(4) Shall enter into written agreements with the NAIC governing sharing 
and use of information provided pursuant to this part consistent with this 
subsection (c) that shall: 

(A) Specify procedures and protocols regarding the confidentiality and 
security of information shared with the NAIC and its affiliates and 
subsidiaries pursuant to this part, including procedures and protocols for 
sharing by the NAIC with other state, federal or international regulators; 

(B) Specify that ownership of information shared with the NAIC and its 
affiliates and subsidiaries pursuant to this part remains with the commis- 
sioner and the NAIC’s use of the information is subject to the direction of 
the commissioner; 

(C) Require prompt notice to be given to an insurer whose confidential 
information in the possession of the NAIC pursuant to this part is subject 
to a request or subpoena to the NAIC for disclosure or production; and. 
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(D) Require the NAIC and its affiliates and subsidiaries to consent to 
intervention by an insurer in any judicial or administrative action in 
which the NAIC and its affiliates and subsidiaries may be required to 
disclose confidential information about the insurer shared with the NAIC 
and its affiliates and subsidiaries pursuant to this part. 

(d) The sharing of information by the commissioner pursuant to this part 
shall not constitute a delegation of regulatory authority or rulemaking, and the 
commissioner is solely responsible for the administration, execution and 
enforcement of this part. 

(e) No waiver of any applicable privilege or claim of confidentiality in the 
documents, materials or information shall occur as a result of disclosure to the 
commissioner under this section or as a result of sharing as authorized in 
subsection (c). 

(f) Documents, materials or other information in the possession or control of 
the NAIC pursuant to this part shall be confidential by law and privileged, 
shall not be subject to § 10-7-503 or § 56-1-602, shall not be subject to 
subpoena, and shall not be subject to discovery or admissible in evidence in any 


private civil action. 


History. 
Acts 1986, ch. 572, § 8; 2000, ch. 708, § 3g; 
T.C.A. § 56-11-208; Acts 2014, ch. 583, § 16. 


Code Commission Notes. Former part 2, 
§§ 56-11-201 — 56-11-215, was redesignated as 
part 1, §§ 56-11-101 — 56-11-115, by the code 
commission in 2008. 


Compiler’s Notes. 

Former §§ 56-11-101 — 656-11-111 (Acts 
1970, ch. 462, §§ 1-11; 1989, ch. 591, § 57; 
T.C.A., §§ 56-3901 — 56-3911; 1989, ch. 591, 


§ 57), concerning registration and examination 
of affiliated insurers, were repealed by Acts 
1986, ch. 572, § 16. For provisions relating to 
insurance holding company systems, see this 
part. 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


Section to Section References. 
This section is referred to in §§ 56-11-104, 
56-11-116, 56-11-117. 


56-11-109. Promulgation of rules and regulations. 


The commissioner may promulgate rules, regulations and orders necessary 


to carry out this part. 


History. 
Acts 1986, ch. 572, § 9; T.C.A. § 56-11-209; 
Acts 2014, ch. 583, § 17. 


Code Commission Notes. Former part 2, 
§§ 56-11-201 — 56-11-215, was redesignated as 
part 1, §§ 56-11-101 — 56-11-115, by the code 
commission in 2008. 


Compiler’s Notes. 


1970, ch. 462, §§ 1-11; 1989, ch. 591, § 57; 
T.C.A., §§ 56-3901 — 56-3911; 1989, ch. 591, 
§ 57), concerning registration and examination 
of affiliated insurers, were repealed by Acts 
1986, ch. 572, § 16. For provisions relating to 
insurance holding company systems, see this 
part. 


Former §§ 56-11-101 — 56-11-111 (Acts 


56-11-110. Injunctions — Prohibited voting of securities — Sequestra- 
tion of voting securities. 


(a) Injunctions. Whenever it appears to the commissioner that any in- 
surer or health maintenance organization, or any director, officer, employee or 
agent thereof, has committed or is about to commit a violation of this part or 
of any rule, regulation, or order issued by the commissioner under this part, 
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the commissioner may apply to the chancery court to enjoin the insurer or 
health maintenance organization or any director, officer, employee or agent of 
the insurer or health maintenance organization from violating or continuing to 
violate this part or any such rule, regulation or order, and for other equitable 
relief as the nature of the case and the interest of the insurer or health 
maintenance organization’s policyholders, enrollees, providers, creditors, and 
shareholders or the public may require. 

(b) Voting of Securities; When Prohibited. No security that is the 
subject of any agreement or arrangement regarding acquisition, or that is 
acquired or to be acquired, in contravention of this part or of any rule, 
regulation or order issued by the commissioner under this part may be voted 
at any shareholders’ meeting, or may be counted for quorum purposes, and any 
action of shareholders requiring the affirmative vote of a percentage of shares 
may be taken as though the securities were not issued and outstanding; but no 
action taken at any such meeting shall be invalidated by the voting of the 
securities, unless the action would materially affect control of the insurer or 
health maintenance organization or unless the courts of this state have so 
ordered. If an insurer or health maintenance organization or the commissioner 
has reason to believe that any security of the insurer or health maintenance 
organization has been or is about to be acquired in contravention of this part 
or of any rule, regulation or order issued by the commissioner under this part, 
the insurer or health maintenance organization or the commissioner may 
apply to the chancery court of Davidson County to enjoin any offer, request, 
invitation, agreement or acquisition made in contravention of § 56-11-103 or 
any rule, regulation, or order issued by the commissioner under § 56-11-1038 to 
enjoin the voting of any security so acquired, to void any vote of the security 
already cast at any meeting of shareholders and for other equitable relief as 
the nature of the case and the interest of the insurer or health maintenance 
organization’s policyholders, enrollees, providers, creditors and shareholders 
or the public may require. 

(c) Sequestration of Voting Securities. In any case where a person has 
acquired or is proposing to acquire any voting securities in violation of this part 
or any rule, regulation or order issued by the commissioner under this part, the 
chancery court of Davidson County may, on such notice as the court deems 
appropriate, upon the application of the insurer or health maintenance 
organization or the commissioner, seize or sequester any voting securities of 
the insurer or health maintenance organization owned directly or indirectly by 
the person, and issue the order with respect thereto as may be appropriate to 
effectuate this part. Notwithstanding any other law, for the purposes of this 
part, situs of the ownership of the securities of domestic insurers or health 
maintenance organizations shall be deemed to be in this state. 


History. 

Acts 1986, ch. 572, § 10; 2000, ch. 708, § 3h; 
T.C.A. § 56-11-210; Acts 2014, ch. 583, §§ 1, 18, 
19. 


Code Commission Notes. Former part 2, 
8§ 56-11-201 — 56-11-215, was redesignated as 
part 1, §§ 56-11-101 — 56-11-115, by the code 


commission in 2008. 


Compiler’s Notes. 

Former §§ 56-11-101 — 56-11-111 (Acts 
1970, ch. 462, §§ 1-11; 1989, ch. 591, § 57; 
T.C.A., §§ 56-3901 — 56-3911; 1989, ch. 591, 
§ 57), concerning registration and examination 
of affiliated insurers, were repealed by Acts 
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1986, ch. 572, § 16. For provisions relating to Section to Section References. 
insurance holding company systems, see this This section is referred to in § 56-11-104. 
part. 


56-11-111. Penalties — Injunctions. 


(a) Any insurer or health maintenance organization failing, without just 
cause, to file any registration statement as required in this part shall be 
required, after notice and hearing, to pay a penalty of one hundred dollars 
($100) for each day’s delay, to be recovered by the commissioner, and the 
penalty so recovered shall be paid into the general revenue fund of this state. 
The maximum penalty under this section is ten thousand dollars ($10,000). 
The commissioner may reduce the penalty if the insurer or health mainte- 
nance organization demonstrates to the commissioner that the imposition of 
the penalty would constitute a financial hardship to the insurer or health 
maintenance organization. 

(b) Every director or officer of an insurance holding company system or 
health maintenance. organization holding company system who knowingly 
violates, participates in, or assents to, or who knowingly permits any of the 
officers or agents of the insurer or health maintenance organization to engage 
in transactions or make investments that have not been properly reported or 
submitted pursuant to §§ 56-11-105(a) and 56-11-106(a)(2) and (b), or that 
violate this part, shall pay, in the director’s or officer’s individual capacity, a 
civil forfeiture of not more than one thousand dollars ($1,000) per violation, 
after notice and hearing before the commissioner. In determining the amount 
of the civil forfeiture, the commissioner shall take into account the appropri- 
ateness of the forfeiture with respect to the gravity of the violation, the history 
of previous violations, and other matters as justice may require. 

(c) Whenever it appears to the commissioner that any insurer or health 
maintenance organization subject to this part, or any director, officer, employee 
or agent thereof, has engaged in any transaction or entered into a contract that 
is subject to § 56-11-106 and that would not have been approved had such 
approval been requested, the commissioner may order the insurer or health 
maintenance organization to cease and desist immediately any further activity 
under that transaction or contract. After notice and hearing, the commissioner 
may also order the insurer or health maintenance organization to void any 
such contracts and restore the status quo if the action is in the best interest of 
the policyholders, creditors, or the public. 

(d) Whenever it appears to the commissioner that any insurer or health 
maintenance organization or any director, officer, employee or agent thereof 
has committed a willful violation of this part, the commissioner may cause 
criminal proceedings to be instituted against the insurer or health mainte- 
nance organization or the responsible director, officer, employee or agent. Any 
insurer or health maintenance organization that willfully violates this part 
may be fined not more than ten thousand dollars ($10,000). Any individual who 
willfully violates this part may be fined in the person’s individual capacity not 
more than ten thousand dollars ($10,000) or be punished for a Class E felony, 
or both. 

(e) Any officer, director or employee of an insurance holding company 
system or health maintenance organization holding company system who 
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willfully and knowingly subscribes to or makes or causes to be made any false 
statements or false reports or false filings with the intent to deceive the 
commissioner in the performance of the officer, director or employee’s duties 
under this part, upon conviction, shall be fined not more than ten thousand 
dollars ($10,000) or be punished for a Class E felony, or both. Any fines imposed 
shall be paid by the officer, director, or employee in the person’s individual 
capacity. 

(f) Whenever it appears to the commissioner that any person has committed 
a violation of § 56-11-103 and which prevents the full understanding of the 
enterprise risk to the insurer by affiliates or by the insurance holding company 
system, the violation may serve as an independent basis for disapproving 
dividends or distributions and for placing the insurer under an order of 
supervision in accordance with § 56-9-503. 


History. 

Acts 1986, ch. 572, § 11; 1989, ch. 591, §§ 58, 
59; 2000, ch. 708, § 3i; T.C.A. § 56-11-211; Acts 
2014, ch. 583, §§ 1, 20-22. 


Code Commission Notes. Former part 2, 
§§ 56-11-201 — 56-11-215, was redesignated as 
part 1, §§ 56-11-101 — 56-11-115, by the code 


T.C.A., §§ 56-3901 — 56-3911; 1989, ch. 591, 
§ 57), concerning registration and examination 
of affiliated insurers, were repealed by Acts 
1986, ch. 572, § 16. For provisions relating to 
insurance holding company systems, see this 
part. 


Cross-References. 


commission in 2008. Penalty for Class E felony, § 40-35-111. 


Compiler’s Notes. 
Former §§ 56-11-101 — 56-11-111 (Acts 
1970, ch. 462, §§ 1-11; 1989, ch. 591, § 57; 


Section to Section References. 
This section is referred to in § 56-11-106. 


56-11-112. Assumption of control by commissioner — Insolvency. 


Whenever it appears to the commissioner that any person has committed a 
violation of this part that so impairs the financial condition of a domestic 
insurer or of a health maintenance organization as to threaten insolvency or 
make the further transaction of business by it hazardous to its policyholders, 
enrollees, providers, creditors, shareholders or the public, the commissioner 
may proceed as provided in chapter 9 of this title to take possession of the 
property of the domestic insurer or health maintenance organization and to 


conduct its business. 


History. 
Acts 1986, ch. 572, § 12; 2000, ch. 708, § 3); 
T.C.A. § 56-11-212; Acts 2014, ch. 583, § 1. 


Code Commission Notes. Former part 2, 
§§ 56-11-201 — 56-11-215, was redesignated as 
part 1, §§ 56-11-101 — 56-11-115, by the code 
commission in 2008. 


Compiler’s Notes. 
Former §§ 56-11-101 — 56-11-111 (Acts 
1970, ch. 462, §§ 1-11; 1989, ch. 591, § 57; 


T.C.A., §§ 56-3901 — 56-3911; 1989, ch. 591, 
§ 57), concerning registration and examination 
of affiliated insurers, were repealed by Acts 
1986, ch. 572, § 16. For provisions relating to 
insurance holding company systems, see this 
part. 

Former ch. 9 of this title, referred to in this 
section, was repealed in 1991 and a new ch. 9 
enacted by Acts 1991, ch. 142, § 4. 


Section to Section References. 
This section is referred to in § 56-11-104. 


56-11-113. Order of liquidation or rehabilitation — Recovery by re- 


ceivers. 


(a) If an order for liquidation or rehabilitation of a domestic insurer or 
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health maintenance organization has been entered, the receiver appointed 
under the order shall have a right to recover on behalf of the insurer or health 
maintenance organization: 

(1) From any parent corporation or holding company or person or affiliate 
who otherwise controlled the insurer or health maintenance organization, 
the amount of distributions, other than distributions of shares of the same 
class of stock, paid by the insurer or health maintenance organization on its 
capital stock; or 

(2) Any payment in the form of a bonus, termination settlement or 
extraordinary lump sum salary adjustment made by the insurer or health 
maintenance organization or its subsidiaries to a director, officer or em- 
ployee, where the distribution or payment pursuant to subdivision (a)(1) or 
(a)(2) is made at any time during the one (1) year preceding the petition for 
liquidation, conservation or rehabilitation, as the case may be, subject to the 
limitations of subsections (b)-(d). 

(b) No such distribution shall be recoverable if the parent or affiliate shows 
that when paid the distribution was lawful and reasonable, and that the 
insurer or health maintenance organization did not know and could not 
reasonably have known that the distribution might adversely affect the ability 
of the insurer or health maintenance organization to fulfill its contractual 
obligations. 

(c) Any person who was a parent corporation or holding company or a person 
who otherwise controlled the insurer or health maintenance organization or 
affiliate at the time the distributions were paid, shall be liable up to the 
amount of distributions or payments the person received under subsection (a). 
Any person who otherwise controlled the insurer or health maintenance 
organization at the time the distributions were declared shall be liable up to 
the amount of distributions the person would have received had the person 
been paid immediately. If two (2) or more persons are liable with respect to the 
same distributions, they shall be jointly and severally liable. 

(d) The maximum amount recoverable under this section shall be the 
amount needed in excess of all other available assets of the impaired or 
insolvent insurer or health maintenance organization to pay the contractual 
obligations of the impaired or insolvent insurer or health maintenance 
organization and to reimburse any guaranty funds. 

(e) To the extent that any person liable under subsection (c) is insolvent or 
otherwise fails to pay claims due from it pursuant to subsection (c), its parent 
corporation or holding company or person who otherwise controlled it at the 
time the distribution was paid shall be jointly and severally liable for any 
resulting deficiency in the amount recovered from the parent corporation or 
holding company or person who otherwise controlled it. 


History. commission in 2008. 
Acts 1986, ch. 572, § 13; 2000, ch. 708, § 3k; 


Compiler’s Notes. 
T.C.A. § 56-11-213; Acts 2014, ch. 583, §§ 23, 
nan tier Sera aoe. ae Former §§ 56-11-101 — 56-11-111 (Acts 


1970, ch. 462, §§ 1-11; 1989, ch. 591, § 57; 
Code Commission Notes. Former part 2, _ T.C.A., §§ 56-3901 — 56-3911; 1989, ch. 591, 
§§ 56-11-201 — 56-11-215, was redesignatedas § 57), concerning registration and examination 
part 1, §§ 56-11-101 — 56-11-115, by the code of affiliated insurers, were repealed by Acts 


56-11-114 


1986, ch. 572, § 16. For provisions relating to 
insurance holding company systems, see this 
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form Insurers Liquidation Act. 44 A.L.R.5th 
683. 


part. ? 


Collateral References. 
Validity, construction, and application of Uni- 


56-11-114. Suspension, revocation or refusal to renew license. 


Whenever it appears to the commissioner that any person has committed a 
violation of this part which makes the continued operation of an insurer or 
health maintenance organization contrary to the interests of policyholders, 
enrollees, providers or the public, the commissioner may, after giving notice 
and an opportunity to be heard, determine to suspend, revoke or refuse to 
renew the insurer or health maintenance organization’s license or authority to 
do business in this state for such period as the commissioner finds is required 
for the protection of policyholders, enrollees, providers or the public. Any such 
determination shall be accompanied by specific findings of fact and conclusions 
of law. 


1970, ch. 462, §§ 1-11; 1989, ch. 591, § 57; 
T.C.A., §§ 56-3901 — 56-3911; 1989, ch. 591, 
§ 57), concerning registration and examination 
of affiliated insurers, were repealed by Acts 
1986, ch. 572, § 16. For provisions relating to 
insurance holding company systems, see this 
part. 


History. 
Acts 1986, ch. 572, § 14; 2000, ch. 708, § 31; 
T.C.A. § 56-11-214; Acts 2014, ch. 583, § 1. 


Code Commission Notes. Former part 2, 
§§ 56-11-201 — 56-11-215, was redesignated as 
part 1, §§ 56-11-101 — 56-11-115, by the code 
commission in 2008. 


Compiler’s Notes. 
Former §§ 56-11-101 — 56-11-111 (Acts 


56-11-115. Appeal of commissioner’s action. 


Any person aggrieved by an act, determination, rule, regulation, order, or 
any other action of the commissioner pursuant to this part may appeal as set 
forth in the Uniform Administrative Procedures Act, compiled in title 4, 
chapter 5. 


History. 
Acts 1986, ch. 572, § 15; T.C.A. § 56-11-215; 
Acts 2014, ch. 583, § 1. 


Code Commission Notes. Former part 2, 
8§ 56-11-201 — 56-11-215, was redesignated as 
part 1, §§ 56-11-101 — 56-11-115, by the code 
commission in 2008. 


Compiler’s Notes. 
Former §§ 56-11-101 — 56-11-111 (Acts 


56-11-116. Supervisory colleges. 


1970, ch. 462, §§ 1-11; 1989, ch. 591, § 57; 
T.C.A., §§ 56-3901 — 56-3911; 1989, ch. 591, 
§ 57), concerning registration and examination 
of affiliated insurers, were repealed by Acts 
1986, ch. 572, § 16. For provisions relating to 
insurance holding company systems, see this 
part. 


(a) Power of Commissioner. With respect to any insurer or health 
maintenance organization registered under § 56-11-105, and in accordance 
with subsection (c), the commissioner shall also have the power to participate 
in a supervisory college for any domestic insurer or health maintenance 
organization that is part of an insurance holding company system with 
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international operations in order to determine compliance by the insurer or 
health maintenance organization with this title. The powers of the commis- 
sioner with respect to supervisory colleges include, but are not limited to, the 
following: 

(1) Initiating the establishment of a supervisory college; 

(2) Clarifying the membership and participation of other supervisors in 
the supervisory college; 

(3) Clarifying the functions of the supervisory college and the role of other 
regulators, including the establishment of a group-wide supervisor; 

(4) Coordinating the ongoing activities of the supervisory college, includ- 
ing planning meetings, supervisory activities, and processes for information 
sharing; and 

(5) Establishing a crisis management plan. 

(b) Expenses. 

(1) Each registered insurer or health maintenance organization subject to 
this section shall be liable for and shall pay the reasonable expenses of the 
commissioner’s participation in a supervisory college in accordance with 
subsection (c), including reasonable travel expenses. 

(2) For purposes of this section, a supervisory college may be convened as 
either a temporary or permanent forum for communication and cooperation 
between the regulators charged with the supervision of the insurer or health 
maintenance organization or its affiliates, and the commissioner may 
establish a regular assessment to the insurer or health maintenance 
organization for the payment of these expenses. 

(c) Supervisory College. In order to assess the business strategy, financial 
position, legal and regulatory position, risk exposure, risk management and 
governance processes, and as part of the examination of individual insurers in 
accordance with § 56-11-107, the commissioner may participate in a supervi- 
sory college with other regulators charged with supervision of the insurer or 
health maintenance organization or its affiliates, including other state, federal 
and international regulatory agencies. The commissioner may enter into 
agreements in accordance with § 56-11-108(c) providing the basis for coopera- 
tion between the commissioner and the other regulatory agencies, and the 
activities of the supervisory college. Nothing in this section shall delegate to 
the supervisory college the authority of the commissioner to regulate or 
supervise the insurer or its affiliates within its jurisdiction. 


History. Effective Dates. 

Acts 2014, ch. 583, § 25; 2016, ch. 735, § 5. Acts 2016, ch. 735, § 10. April 7, 2016. 
Amendments. Section to Section References. 

The 2016 amendment, in (c), substituted This section is referred to in §§ 56-11-108, 
“§ 56-11-108(c)” for “former § 56-11-109(c)”. 56-11-208. 


56-11-117. Foreign insurers or health maintenance organizations. 


(a) Solely for purposes of this part, a foreign insurer or foreign health 
maintenance organization that participates in the TennCare program under 
Title XIX of the Social Security Act (42 U.S.C. § 1396 et seq.), or any successor 
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to the TennCare program is deemed to be a domestic insurer, and shall comply 
with any provisions of this part that apply to domestic insurers. 

(b) The confidentiality provisions of § 56-11-108 shall apply to all foreign 
insurers and foreign health maintenance organizations subject to this part 
pursuant to this section to the same and full extent as they apply to domestic 
insurers. 

(c) The commissioner shall have the authority to waive any portion of this 
part for such a foreign insurer or foreign health maintenance organization 
subject to this part pursuant to this section upon a determination that the 
foreign insurer or foreign health maintenance organization is subject to 
holding company requirements and standards adopted by statute or regulation 
in the jurisdiction of its domicile which are substantially similar to those 
contained in this part. The decision whether to exercise any authority under 
this subsection (c) is in the sole discretion of the commissioner. 

(d) A foreign insurer or foreign health maintenance organization deemed to 
be a domestic insurer under this section shall be considered a domestic insurer 
for the purposes of this part and shall not be considered a domestic insurer for 
any other purposes under this chapter, unless otherwise expressly stated. 


History. Cross-References. 
Acts 2014, ch. 583, § 25. Confidentiality of public records, § 10-7-504. 


56-11-118. Construction with other laws. 


To the extent that this part conflicts with or is inconsistent with any laws in 
this title, this part shall control. 


History. 
Acts 2014, ch. 583, § 25. 


56-11-119. Severability. 


If any provision of this part or the application thereof to any person or 
circumstances is held invalid, the invalidity shall not affect other provisions or 
applications of this part which can be given effect without the invalid 
provisions or application, and for this purpose the provisions of this part are 
severable. 


History. 
Acts 2014, ch. 583, § 25. 
PART 2 
RISK MANAGEMENT AND OWN RISK AND SOLVENCY 
ASSESSMENT 


56-11-201. Purpose of part — Applicability — Confidentiality of ORSA 
summary report. 


(a) The purpose of this part is to provide the requirements for maintaining 
a risk management framework and completing an Own Risk and Solvency 
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Assessment (ORSA) and provide guidance and instructions for filing an ORSA 
Summary Report with the insurance commissioner of this state. 

(b) The requirements of this part shall apply to all insurers domiciled in this 
state and all health maintenance organizations licensed in this state unless 
exempt pursuant to § 56-11-206. 

(c) The ORSA Summary Report will contain confidential and sensitive 
information related to an insurer, health maintenance organization or insur- 
ance group’s identification of risks material and relevant to the insurer, health 
maintenance organization or insurance group filing the report. This informa- 
tion will include proprietary and trade secret information that has the 
potential for harm and competitive disadvantage to the insurer, health 
maintenance organization or insurance group if the information is made 
public. As such, the ORSA Summary Report shall be a confidential document 
filed with the commissioner and shared only as stated in this part and to assist 
the commissioner in the performance of the commissioner’s duties, and that in 
no event shall the ORSA Summary Report be subject to public disclosure. 


History. sessment Summary Reports shall be made in 
Acts 2014, ch. 583, § 26. 2015. 
Compiler’s Notes. Cross-References. 


Acts 2014, ch. 583, § 27 provided that the Confidentiality of public records, § 10-7-504. 
first filing of the Own Risk and Solvency As- 


56-11-202. Part definitions. 


(a) “Health maintenance organization” means a health maintenance orga- 
nization as defined at § 56-32-102. 

(b) “Insurance group,” for the purpose of conducting an Own Risk and 
Solvency Assessment, means those insurers or health maintenance organiza- 
tions and affiliates included within an insurance or health maintenance 
company holding company system as defined in part 1 of this chapter. 

(c) “Insurer” has the same meaning as set forth in § 56-1-102, except that it 
shall not include agencies, authorities or instrumentalities of the United 
States, its possessions and territories, the Commonwealth of Puerto Rico, the 
District of Columbia, or a state or political subdivision of a state. 

(d) “ORSA Guidance Manual” means the current version of the Own Risk 
and Solvency Assessment Guidance Manual developed and adopted by the 
National Association of Insurance Commissioners (NAIC) and as amended 
from time to time. A change in the ORSA Guidance Manual shall be effective 
on the January 1 following the calendar year in which the changes have been 
adopted by the NAIC. 

(e) “ORSA Summary Report” means a confidential high-level summary of an 
insurer, health maintenance organization or insurance group’s ORSA. 

(f) “Own Risk and Solvency Assessment” or “ORSA” means a confidential 
internal assessment, appropriate to the nature, scale and complexity of an 
insurer, health maintenance organization or insurance group, conducted by 
that insurer, health maintenance organization or insurance group of the 
material and relevant risks associated with the insurer, health maintenance 
organization or insurance group’s current business plan, and the sufficiency of 
capital resources to support those risks. 
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History. first filing of the Own Risk and Solvency As- 
Acts 2014, ch. 583, § 26. sessment Summary Reports shall be made in 
2015. ‘ 


Compiler’s Notes. 
Acts 2014, ch. 583, § 27 provided that the 


56-11-203. Risk management framework required. 


An insurer or health maintenance organization shall maintain a risk 
management framework to assist the insurer with identifying, assessing, 
monitoring, managing and reporting on its material and relevant risks. This 
requirement may be satisfied if the insurance group of which the insurer or 
health maintenance organization is a member maintains a risk management 
framework applicable to the operations of the insurer or health maintenance 
organization. 


History. first filing of the Own Risk and Solvency As- 
Acts 2014, ch. 583, § 26. sessment Summary Reports shall be made in 


Compiler’s Notes. 2015. 


Acts 2014, ch. 583, § 27 provided that the 


56-11-204. When ORSA to be conducted. 


Subject to § 56-11-206, an insurer or health maintenance organization, or 
the insurance group of which the insurer or health maintenance organization 
is a member, shall regularly conduct an ORSA consistent with a process 
comparable to the ORSA Guidance Manual. The ORSA shall be conducted no 
less than annually but also at any time when there are significant changes to 
the risk profile of the insurer or health maintenance organization or the 
insurance group of which the insurer or health maintenance organization is a 
member. 


History. first filing of the Own Risk and Solvency As- 
Acts 2014, ch. 583, § 26. sessment Summary Reports shall be made in 


Compiler’s Notes. 2015. 


Acts 2014, ch. 583, § 27 provided that the 


56-11-205. Submission of ORSA summary report. 


(a) Upon the commissioner’s request, and no more than once each year, an 
insurer or health maintenance organization shall submit to the commissioner 
an ORSA Summary Report or any combination of reports that together contain 
the information described in the ORSA Guidance Manual, applicable to the 
insurer, health maintenance organization or the insurance group of which it is 
a member. Notwithstanding any request from the commissioner, if the insurer 
or health maintenance organization is a member of an insurance group, the 
insurer or health maintenance organization shall submit the report or reports 
required by this subsection (a) if the commissioner is the lead state commis- 
sioner of the insurance group as determined by the procedures within the 
Financial Analysis Handbook adopted by the National Association of Insur- 
ance Commissioners. 

(b) The report or reports shall include a signature of the insurer or 
insurance group’s chief risk officer or other executive having responsibility for 
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the oversight of the insurer’s or health maintenance organization’s enterprise 
risk management process attesting to the best of such person’s belief and 
knowledge that the insurer or health maintenance organization applies the 
enterprise risk management process described in the ORSA Summary Report 
and that a copy of the report has been provided to the insurer’s board of 
directors or the appropriate committee thereof. 

(c) An insurer or health maintenance organization may comply with sub- 
section (a) by providing the most recent and substantially similar report or 
reports provided by the insurer or another member of an insurance group of 
which the insurer is a member to the commissioner of another state or to a 
supervisor or regulator of a foreign jurisdiction, if that report provides 
information that is comparable to the information described in the ORSA 
Guidance Manual. Any such report in a language other than English must be 
accompanied by a translation of that report into the English language. 


History. sessment Summary Reports shall be made in 
Acts 2014, ch. 583, § 26. 2015. 
Compiler’s Notes. Section to Section References. 


Acts 2014, ch. 583, § 27 provided that the This section is referred to in § 56-11-206. 
first filing of the Own Risk and Solvency As- 


56-11-206. Exemptions from requirements of part — Request for 
waiver — Time limitation for compliance when exemption 
ceases to apply. 


(a) An insurer or health maintenance organization shall be exempt from the 
requirements of this part, if: 

(1) The insurer or health maintenance organization has annual direct 
written and unaffiliated assumed premium, including international direct 
and assumed premium but excluding premiums reinsured with the Federal 
Crop Insurance Corporation and Federal Flood Program (7 U.S.C. § 1503), 
less than five hundred million dollars ($500,000,000); and 

(2) The insurance group of which the insurer is a member has annual 
direct written and unaffiliated assumed premium including international 
direct and assumed premium, but excluding premiums reinsured with the 
Federal Crop Insurance Corporation and Federal Flood Program, less than 
one billion dollars ($1,000,000,000). 

(b) If an insurer or health maintenance organization qualifies for exemption 
pursuant to subdivision (a)(1), but the insurance group of which the insurer or 
health maintenance organization is a member does not qualify for exemption 
pursuant to subdivision (a)(2), then the ORSA Summary Report that may be 
required pursuant to § 56-11-205 shall include every insurer or health 
maintenance organization within the insurance group. This requirement may 
be satisfied by the submission of more than one (1) ORSA Summary Report for 
any combination of insurers or health maintenance organizations; provided, 
that any combination of reports includes every insurer or health maintenance 
organization within the insurance group. 

(c) If an insurer or health maintenance organization does not qualify for 
exemption pursuant to subdivision (a)(1), but the insurance group of which it 
is a member qualifies for exemption pursuant to subdivision (a)(2), then the 
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only ORSA Summary Report that may be required pursuant to § 56-11-205 
shall be the report applicable to that insurer or health maintenance organiza- 
tion. ; 

(d) An insurer or health maintenance organization that does not qualify for 
exemption pursuant to subsection (a) may apply to the commissioner for a 
waiver from the requirements of this part based upon unique circumstances. 
In deciding whether to grant the insurer’s or health maintenance organiza- 
tion’s request for waiver, the commissioner may consider the type and volume 
of business written, ownership and organizational structure, and any other 
factor the commissioner considers relevant to the insurer or health mainte- 
nance organization or insurance group of which the insurer or health mainte- 
nance organization is a member. If the insurer or health maintenance 
organization is part of an insurance group with insurers or health mainte- 
nance organizations domiciled in more than one (1) state, the commissioner 
shall coordinate with the lead state commissioner and with the other domi- 
ciliary commissioners in considering whether to grant the insurer’s or health 
maintenance organization’s request for a waiver. 

(e) Notwithstanding the exemptions stated in this section, the commis- 
sioner may require that: 

(1) An insurer or health maintenance organization maintain a risk 
management framework, conduct an ORSA and file an ORSA Summary 
Report based on unique circumstances including, but not limited to, the type 
and volume of business written, ownership and organizational structure, 
federal agency requests, and international supervisor requests; or 

(2) An insurer or health maintenance organization maintain a risk 
management framework, conduct an ORSA and file an ORSA Summary 
Report if the insurer or health maintenance organization has Risk-Based 
Capital for company action level event as set forth in § 56-46-104, meets one 
(1) or more of the standards of an insurer deemed to be in hazardous 
financial condition as defined in Tenn. Comp. R. & Reg. 0780-01-66, or 
otherwise exhibits qualities of a troubled insurer or health maintenance 
organization as determined by the commissioner. 

(f) If an insurer or health maintenance organization that qualifies for an 
exemption pursuant to subsection (a) subsequently no longer qualifies for that 
exemption due to changes in premium as reflected in the insurer’s or health 
maintenance organization’s most recent annual statement or in the most 
recent annual statements of the insurers or health maintenance organizations 
within the insurance group of which the insurer or health maintenance 
organization is a member, the insurer or health maintenance organization 
shall have one (1) year following the year the threshold is exceeded to comply 
with the requirements of this part. 


History. sessment Summary Reports shall be made in 
Acts 2014, ch. 583, § 26. 2015. 
Compiler’s Notes. Section to Section References. 


Acts 2014, ch. 583, § 27 provided that the This section is referred to in §§ 56-11-201, 
first filing of the Own Risk and Solvency As- 56-11-204. 
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56-11-207. Report to comply with ORSA Guidance Manual — Review 
of report. 


(a) The ORSA Summary Report shall be prepared consistent with the ORSA 
Guidance Manual, subject to the requirements of subsection (b). Documenta- 
tion and supporting information shall be maintained and made available upon 
examination or upon request of the commissioner. 

(b) The review of the ORSA Summary Report, and any additional requests 
for information, shall be made using similar procedures currently used in the 
analysis and examination of multi-state or global insurers or health mainte- 
nance organizations and insurance groups. 


History. first filing of the Own Risk and Solvency As- 
Acts 2014, ch. 583, § 26. sessment Summary Reports shall be made in 
2015. 


Compiler’s Notes. 
Acts 2014, ch. 583, § 27 provided that the 


56-11-208. Confidentiality of ORSA-related documents — Permitted 
sharing and use. 


(a) Documents, materials or other information, including the ORSA Sum- 
mary Report, in the possession of or control of the department that are 
obtained by, created by or disclosed to the commissioner or any other person 
under this part, is recognized by this state as being proprietary and to contain 
trade secrets. All such documents, materials or other information shall be 
confidential by law and privileged, shall not be subject to § 10-7-503 or 
§ 56-1-602, shall not be subject to subpoena, and shall not be subject to 
discovery or admissible in evidence in any private civil action. However, the 
commissioner is authorized to use the documents, materials or other informa- 
tion in the furtherance of any regulatory or legal action brought as a part of the 
commissioner’s official duties. The commissioner shall not otherwise make the 
documents, materials or other information public without the prior written 
consent of the insurer or health maintenance organization. 

(b) Neither the commissioner nor any person who receives documents, 
materials or other ORSA-related information, through examination or other- 
wise, while acting under the authority of the commissioner or with whom such 
documents, materials or other information are shared pursuant to this part 
shall be permitted or required to testify in any private civil action concerning 
any confidential documents, materials, or information subject to subsection (a). 

(c) In order to assist in the performance of the commissioner’s regulatory 
duties, the commissioner: 

(1) May, upon request, share documents, materials or other ORSA-related 
information, including the confidential and privileged documents, materials 
or information subject to subsection (a), including proprietary and trade 
secret documents and materials with other state, federal and international 
financial regulatory agencies, including members of any supervisory college 
as described in § 56-11-116 with the NAIC and with any third-party 
consultants designated by the commissioner; provided, that the recipient 
agrees in writing to maintain the confidentiality and privileged status of the 
ORSA-related documents, materials or other information and has verified in 
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writing the legal authority to maintain confidentiality; 

(2) May receive documents, materials or other ORSA-related information, 
including otherwise confidential and privileged documents, materials or 
information, including proprietary and trade-secret information or docu- 
ments, from regulatory officials of other foreign or domestic jurisdictions, 
including members of any supervisory college as described in § 56-11-116, 
and from the NAIC, and shall maintain as confidential or privileged any 
documents, materials or information received with notice or the understand- 
ing that it is confidential or privileged under the laws of the jurisdiction that 
is the source of the document, material or information; and 

(3) Shall enter into a written agreement with the NAIC or a third-party 
consultant governing sharing and use of information provided pursuant to 
this part, consistent with this subsection (c) that shall: 

(A) Specify procedures and protocols regarding the confidentiality and 
security of information shared with the NAIC or a third-party consultant 
pursuant to this part, including procedures and protocols for sharing by 
the NAIC with other state regulators from states in which the insurance 
group has domiciled insurers. The agreement shall provide that the 
recipient agrees in writing to maintain the confidentiality and privileged 
status of the ORSA-related documents, materials or other information and 
has verified in writing the legal authority to maintain confidentiality; 

(B) Specify that ownership of information shared with the NAIC or a 
third-party consultant pursuant to this part remains with the commis- 
sioner and the NAIC’s or a third-party consultant’s use of the information 
is subject to the direction of the commissioner; 

(C) Prohibit the NAIC or third-party consultant from storing the 
information shared pursuant to this part in a permanent database after 
the underlying analysis is completed; 

(D) Require prompt notice to be given to an insurer whose confidential 
information in the possession of the NAIC or a third-party consultant 
pursuant to this part is subject to a request or subpoena to the NAIC ora 
third-party consultant for disclosure or production; 

(EK) Require the NAIC or a third-party consultant to consent to inter- 
vention by an insurer in any judicial or administrative action in which the 
NAIC or a third-party consultant may be required to disclose confidential 
information about the insurer shared with the NAIC or a third-party 
consultant pursuant to this part; and 

(F) In the case of an agreement involving a third-party consultant, 
provide for the insurer’s written consent. 

(d) The sharing of information and documents by the commissioner pursu- 
ant to this part shall not constitute a delegation of regulatory or rulemaking 
authority or rulemaking. The commissioner is solely responsible for the 
administration, execution and enforcement of this part. 

(e) No waiver of any applicable privilege or claim of confidentiality in the 
documents, proprietary and trade-secret materials or other ORSA-related 
information shall occur as a result of disclosure of such ORSA-related 
information or documents to the commissioner under this section or as a result 
of sharing as authorized in this part. 
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(f) Documents, materials or other information in the possession or control of 
the NAIC or a third-party consultant pursuant to this part shall be confidential 
by law and privileged, shall not be subject to § 10-7-503 or § 56-1-602, shall 
not be subject to subpoena, and shall not be subject to discovery or admissible 
in evidence in any private civil action. 


History. sessment Summary Reports shall be made in 
Acts 2014, ch. 583, § 26. 2015. 
Compiler’s Notes. Cross-References. 


Acts 2014, ch. 583, § 27 provided that the Confidentiality of public records, § 10-7-504. 
first filing of the Own Risk and Solvency As- 


56-11-209. Failure to timely file ORSA summary report — Penalty. 


Any insurer or health maintenance organization failing, without just cause, 
to timely file the ORSA Summary Report as required in this part shall be 
required, after notice and hearing, to pay a penalty of one hundred dollars 
($100) for each day’s delay, to be recovered by the commissioner and the 
penalty so recovered shall be paid into the general revenue fund of this state. 
The maximum penalty under this section is ten thousand dollars ($10,000). 
The commissioner may reduce the penalty if the insurer or health mainte- 
nance organization demonstrates to the commissioner that the imposition of 
the penalty would constitute a financial hardship to the insurer or health 
maintenance organization. 


History. first filing of the Own Risk and Solvency As- 
Acts 2014, ch. 583, § 26. sessment Summary Reports shall be made in 
2015. 


Compiler’s Notes. 
Acts 2014, ch. 583, § 27 provided that the 


56-11-210. Severability. 


If any provision of this part, or the application thereof to any person or 
circumstance, is held invalid, such determination shall not affect the provi- 
sions or applications of this part which can be given effect without the invalid 
provision or application, and to that end the provisions of this part are 
severable. 


History. first filing of the Own Risk and Solvency As- 
Acts 2014, ch. 583, § 26. sessment Summary Reports shall be made in 
2015. 


Compiler’s Notes. 
Acts 2014, ch. 583, § 27 provided that the 
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PART 1 


TENNESSEE INSURANCE GUARANTY ASSOCIATION 


ACT 


56-12-101. Short title. 


This part shall be known and may be cited as the “Tennessee Insurance 
Guaranty Association Act.” 


History. This part is referred to in §§ 56-9-103, 56-12- 
Acts 1971, ch. 180, § 1; T.C.A., § 56-4001. 205. 
Section to Section References. Textbooks. 


This chapter is referred to in §§ 50-6-601, 
56-1-105, 56-52-110, 68-215-125, 68-217-103. 


Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 7. 
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56-12-102. Purpose. 


The purpose of this part is to provide a mechanism for the payment of 
covered claims under certain insurance policies to avoid excessive delay in 
payment and to avoid financial loss to claimants or policyholders because of the 
insolvency of an insurer, and to provide an association to assess the cost of the 
protection among insurers. 


History. 
Acts 1971, ch. 180, § 2; T.C.A., § 56-4002. 


56-12-1038. Scope. 


This part shall apply to all kinds of direct insurance, but shall not be 
applicable to: 

(1) Life, annuity, health or disability insurance; 

(2) Mortgage guaranty, financial guaranty or other forms of insurance 
offering protection against investment risks; 

(3) Fidelity or surety bonds, or any other bonding obligations; 

(4) Credit insurance, vendors’ single interest insurance, or other collat- 
eral protection insurance or any similar insurance protecting the interests of 
a creditor arising out of a creditor-debtor transaction; 

(5) Insurance of warranties or service contracts, including insurance that 
provides for the repair, replacement, or service of goods or property, or 
indemnification for repair, replacement or service for the operational or 
structural failure of the goods or property due to a defect in materials, 
workmanship, or normal wear and tear or provides reimbursement for the 
liability incurred by the issuer of the agreements or service contracts that 
provide the benefits; 

(6) Title insurance; 

(7) Ocean marine insurance; 

(8) Any transaction or combination of transactions between a person, 
including affiliates of the person, and an insurer, including affiliates of the 
insurer, that involves the transfer of investment or credit risk unaccompa- 
nied by transfer of insurance risk; 

(9) Any insurance provided by or guaranteed by government; 

(10) Any insurance issued on a limited or unlimited assessable basis; or 

(11) Excess insurance. 


History. 

Acts 1971, ch. 180, § 3; 1975, ch. 62, § 3; 
1977, ch. 208, § 1; T.C.A., § 56-4003; Acts 
1987, ch. 27, § 1; 1999, ch. 48, § 1. 


Compiler’s Notes. 

Acts 1999, ch. 48, § 12 provided that the 
amendment by that act rewriting this section 
shall apply and be effective only as to an 
insolvency arising after March 31, 1999. 


56-12-104. Part definitions. 


Section to Section References. 
This section is referred to in §§ 4-31-804, 
56-12-104. 


Attorney General Opinions. 

Workers’ compensation excess, or aggregate, 
policies are excluded by T.C.A. § 56-12-103(11) 
for insolvencies arising after March 31, 1999, 
OAG 02-026, 2002 Tenn. AG LEXIS 27 (2/7/02). 


As used in this part, unless the context otherwise requires: 
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(1) “Account” means any one (1) of the accounts created by § 56-12-105; 

(2) “Affiliate” means a person who directly, or indirectly, through one (1) or 
more intermediaries, controls, is controlled by, or is under common control 
with an insolvent insurer on December 31 of the year next preceding the date 
the insurer becomes an insolvent insurer; 

(3) “Association” means the Tennessee insurance guaranty association 
created under § 56-12-105; 

(4) “Claimant” means any insured making a first-party claim or any 
person instituting a liability claim; provided, that no person who is an 
affiliate of an insolvent insurer may be a claimant; 

(5) “Commissioner” means the commissioner of commerce and insurance; 

(6) “Control” means the possession, direct or indirect, of the power to 
direct or cause the direction of the management and policies of a person, 
whether through the ownership of voting securities, by contract other than 
a commercial contract for goods or nonmanagement services, or otherwise, 
unless the power is the result of an official position with or corporate office 
held by the person. “Control” is presumed to exist if any person, directly or 
indirectly, owns, controls, holds with the power to vote, or holds proxies 
representing ten percent (10%) or more of the voting securities of any other 
person. This presumption may be rebutted by a showing that control does 
not exist in fact; 

(7)(A) “Covered claim” means an unpaid claim, including one for un- 

earned premiums, submitted by a claimant, which arises out of and is 

within the coverage and is subject to the applicable limits of an insurance 
policy to which this part applies and was issued by an insurer that is 

insolvent, if the insurer becomes an insolvent insurer after March 31, 

1999, and: 

(i) The claimant or insured is a resident of this state when the 
insured event occurs; provided, that for an entity other than an 
individual, the residence of a claimant, insured or policyholder is the 
state in which its principal place of business is located when the insured 
event occurs; or 

(ii) The claim is a first-party claim for damage to property with a 
permanent location in this state. 

(B) “Covered claim” does not include: 

(i) Any amount awarded as punitive or exemplary damages; 

(i) Any amount sought as a return of premium under any retrospec- 
tive rating plan; 

(ii) Any amount due any reinsurer, insurer, insurance pool, or 
underwriting association as subrogation recoveries, reinsurance recov- 
eries, contribution, indemnification or otherwise. No such claim for any 
amount due any reinsurer, insurer, insurance pool, or underwriting 
association may be asserted against a person insured under a policy 
issued by an insolvent insurer other than to the extent the claim exceeds 
the association’s obligations and limitations set forth in this part or 
policy limits of the insured, whichever amount is greater; 

(iv) Any first party claim by an insured whose net worth exceeds ten 
million dollars ($10,000,000) on December 31 of the year next preceding 
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the date the insurer becomes an insolvent insurer. An insured’s net 
worth on this date is deemed to include the aggregate net worth of the 
insured and all of its subsidiaries as calculated on a consolidated basis; 
and 

(v) Any first-party claims by an insured that is an affiliate of the 
insolvent insurer; 

(8) “Insolvent insurer” means an insurer authorized to transact insurance 


in this state, either when the policy was issued or when the insured event 
occurred, and against whom a final order of liquidation has been entered 
after March 31, 1999, with a finding of insolvency by a court of competent 
jurisdiction in the insurer’s state of domicile; 


(9)(A) “Member insurer” means any person who: 
(i) Writes any kind of insurance to which this part applies under 
§ 56-12-103 including the exchange of reciprocal or inter-insurance 
contracts; and 
(ii) Is licensed to transact insurance in this state, except county 

mutual fire insurance companies and nonprofit service corporations. 

(B) An insurer shall cease to be a member insurer effective on the day 
after the termination or expiration of its license to transact the kinds of 
insurance to which this chapter applies; provided, that the insurer shall 
remain liable as a member insurer for any and all obligations, including 
obligations for assessments levied before the termination or expiration of 
the insurer’s license and assessments levied after the termination or 
expiration, which relate to any insurer that became an insolvent insurer 
before the termination or expiration of the insurer’s license; 
(10)(A) “Net direct written premiums” means direct gross premiums 
written in this state on insurance policies to which this part applies, less 
return premiums and dividends paid or credited to policyholders on this 
direct business; 

(B) “Net direct written premiums” does not include premiums on 
contracts between insurers or reinsurers; and 
(11) “Person” means any individual, corporation, partnership, govern- 


mental entity, association, voluntary organization or any other legal entity. 


Section to Section References. 


History. 

Acts 1971, ch. 180, § 4; modified; Acts 1975, 
Ch.W62, i e4: 197% chiv203, 8.2 iC As S$ 56- 
4004; Acts 1989, ch. 316, § 1; 1999, ch. 48, § 2. 


Compiler’s Notes. 

Acts 1999, ch. 48, § 12 provided that the 
amendment by that act adding (2), (4), and (6), 
and making changes in (7), (9) and (10) shall 
apply and be effective only as to an insolvency 
arising after March 31, 1999. 


56-12-105. Creation of association. 


This section is referred to in § 4-31-8038. 


Collateral References. 

Validity, construction, and application of Uni- 
form Insurers Liquidation Act. 44 A.L.R.5th 
683. 


(a) There is created a nonprofit unincorporated legal entity to be known as 
the Tennessee insurance guaranty association. 
(b) All insurers defined as member insurers shall be and remain members of 
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the association as a condition of their authority to transact insurance in this 
state. 

(c) The association shall perform its functions under a plan of operation 
established and approved under § 56-12-109 and shall exercise its powers 
through a board of directors established under § 56-12-107. 

(d) For purposes of assessment, and the maintenance of records, the 
association shall be divided into two (2) separate accounts as follows: 

(1) The workers’ compensation insurance account; and 
(2) The account for all other insurance to which this part applies. 


History. Section to Section References. 
Acts 1971, ch. 180, § 5; T.C.A., § 56-4005. This section is referred to in § 56-12-104. 


56-12-106. Board of directors — Selection — Qualifications — Ex- 
penses. 


(a) The board of directors of the association shall consist of five (5) persons 
serving terms as established in the plan of operation. The members of the 
board shall be selected by the commissioner. Each board member so selected 
shall be a resident of this state and shall represent a company licensed to do 
business in this state. The last two (2) members of the board shall be an officer 
or employee of domestic insurance companies. Vacancies on the board shall be 
filled for the remaining period of the term in the same manner as initial 
appointments. 

(b) In making selections to the board, the commissioner shall consider, 
among other things, whether all member insurers are fairly represented. 

(c) Members of the board may be reimbursed from the assets of the 
association for expenses incurred by them as members of the board of directors. 


History. Section to Section References. 
Acts 1971, ch. 180, § 6; T.C.A., § 56-4006. This section is referred to in § 56-12-108. 


56-12-107. Powers and duties of association. 


(a) The association shall: 

(1)(A) Be obligated to the extent of the covered claims existing prior to the 
determination of insolvency and arising within thirty (30) days after the 
determination of insolvency, or before the policy expiration date if less 
than thirty (30) days after the determination, or before the insured 
replaces the policy or on request effects cancellation, if the insured does so 
within thirty (30) days of the determination, but the obligation shall 
include only that amount of each covered claim that is in excess of one 
hundred dollars ($100) and is less than one hundred thousand dollars 
($100,000), except that the association shall pay the full amount of any 
covered claim arising out of a workers’ compensation policy. In no event 
shall the association be obligated to a policyholder or claimant in an 
amount in excess of the obligation of the insolvent insurer under the policy 
from which the claim arises; 

(B) In the case of claims other than workers’ compensation arising from 
bodily injury, sickness, or disease, including death resulting from bodily 
injury, sickness, or disease, the amount for which the association shall be 
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obligated shall not exceed the claimant’s reasonable expenses incurred for 
necessary medical, surgical, X-ray and dental services, including pros- 
thetic devices and necessary ambulance, hospital, professional nursing 
and funeral services, and any amounts actually lost by reason of claim- 
ant’s inability to work and earn wages or salary or their equivalent that 
would otherwise have been earned in the normal course of the injured 
claimant’s employment, to which may be added at the discretion of the 
association an additional sum as compensation for permanent physical 
impairment if the payment can be made within the policy limits; 
(C)G) Any obligation of the association to defend an insured shall cease 
upon the association’s payment, by settlement releasing the insured or 
on a judgment, of an amount equal to the lesser of the association’s 
covered claim obligation limit or the applicable policy limit; 

(ii) Notwithstanding any other provisions of this part, except in the 
case of a claim for benefits under workers’ compensation coverage, any 
obligation of the association to any and all persons shall cease when ten 
million dollars ($10,000,000) has been paid in the aggregate to or on 
behalf of any single insured and its affiliates by the association and any 
one (1) or more associations similar to the association of any other state 
or states or any property and casualty security fund that obtains 
contributions from insurers on a pre-insolvency basis, on covered claims 
or allowed claims arising under the policy or policies of any one (1) 
insolvent insurer. For the purposes of this section, “affiliate” means a 
person who directly, or indirectly, through one (1) or more intermediar- 
ies, controls, is controlled by, or is under common control with another 
person. If the association determines that there may be more than one 
(1) claimant having a covered claim or allowed claim against the 
association or any associations similar to the association or any property 
and casualty insurance security fund in other states, under the policy or 
policies of any one (1) insolvent insurer, the association may establish a 
plan to allocate amounts payable by the association in the manner that 
the association in its discretion deems equitable; 

(2) Be deemed the insurer to the extent of its obligation on the covered 
claims and to this extent shall have all rights, duties, and obligations of the 
insolvent insurer as if the insurer had not become insolvent including, but 
not limited to, the right to pursue and retain salvage and subrogation 
recoverable on paid covered claim obligations. The association shall not be 
deemed the insolvent insurer for any purpose relating to the issue of 
whether the association is amenable to the personal jurisdiction of the courts 
of any other state; 

(3) Allocate claims paid and expenses incurred among the two (2) ac- 
counts separately, and assess member insurers separately for each account 
amounts necessary to pay the obligations of the association under subdivi- 
sion (a)(1) subsequent to an insolvency, the expenses of handling covered 
claims subsequent to an insolvency, and expenses authorized by this part. 
The assessments of each member insurer shall be in the proportion that the 
net direct written premiums of the member insurer for the preceding 
calendar year on the kinds of insurance in the account bears to the net direct 
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written premiums of all member insurers for the preceding calendar year on 
the kinds of insurance in the account. Each member insurer shall be notified 
of the assessment not later than thirty (30) days before it is due. No member 
insurer may be assessed in any year on any account an amount greater than 
two percent (2%) of that member insurer’s net direct written premiums for 
the preceding calendar year on the kinds of insurance in the account. If the 
maximum assessment, together with the other assets of the association in 
any account, does not provide in any one (1) year in any account an amount 
sufficient to make all necessary payments from that account, the funds 
available shall be prorated and the unpaid portion shall be paid as soon 
thereafter as funds become available. The association may exempt or defer, 
in whole or in part, the assessment of any member insurer, if the assessment 
would cause the member insurer’s financial statement to reflect amounts of 
capital or surplus less than the minimum amounts required for a certificate 
of authority by any jurisdiction in which the member insurer is authorized 
to transact insurance. Each member insurer may set off against any 
assessment, authorized payments made on covered claims and expenses 
incurred in the payment of the claims by the member insurer if they are 
chargeable to the account for which the assessment is made; 

(4) Investigate claims brought against the association and adjust, com- 
promise, settle, and pay covered claims to the extent of the association’s 
obligation and deny all other claims and may review settlements, releases 
and judgments to which the insolvent insurer or its insureds were parties to 
determine the extent to which the settlements, releases and judgments may 
be properly contested; 

(5) Notify any persons as the commissioner directs under 
§ 56-12-109(b)(1); 

(6) Handle claims through its employees or through one (1) or more 
insurers or other persons designated as servicing facilities. Designation of a 
servicing facility is subject to the approval of the commissioner, but such 
designation may be declined by a member insurer; and 

(7) Reimburse each servicing facility for obligations of the association 
paid by the facility and for expenses incurred by the facility while handling 
claims on behalf of the association, and shall pay the other expenses of the 
association authorized by this part. , 

(b) The association may: 

(1) Appear in, defend, and appeal any action on a claim brought against 
the association; 

(2) Employ or retain such persons as are necessary to handle claims and 
perform other duties of the association; 

(3) Borrow funds necessary to effect the purposes of this part in accor- 
dance with the plan of operation. In the event of an insolvency resulting in 
covered claims payable by the association in excess of its capacity to pay from 
assessments under subdivision (a)(3), the association, in its sole discretion, 
may by resolution request the local development authority to issue bonds 
and/or notes pursuant to title 4, chapter 31, part 8, in such amounts as the 
association may determine necessary to provide funds for the payments of 
covered claims and expenses related thereto. However, the amount of the 
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bond issuance may be limited by §§ 4-31-804 and 4-31-805 with the local 
development authority having the final authority to determine the total 
amount of the bond issuance including issuance costs. When the association 
and the local development authority agree that bonds or notes shall be 
issued to pay covered claims in the event of an insolvency, the association 
shall have the authority to annually assess member insurers for amounts 
necessary to secure and provide for the repayment of the indebtedness, 
including, without limitation, the principal, redemption premium, if any, 
and interest on, and related costs of issuance of such indebtedness including 
bond investors insurance. Necessary assessments collected pursuant to this 
authority shall be collected under the same procedures provided in subdivi- 
sion (a)(3). Assessments collected under this section may be assigned and 
pledged to or on behalf of the local development authority for the benefit of 
the holders of such indebtedness, in order to provide for the payment of the 
principal of, redemption premium, if any, and interest on such indebtedness, 
the costs of issuance, and the funding of any reserves and any other 
payments under the documents under which the indebtedness was incurred. 
In addition to the assessments provided for in this section, the association in 
its sole discretion may utilize assessments made under subdivision (a)(3), to 
service such indebtedness, if necessary. The association shall have no 
obligation to pay covered claims solely from the proceeds of bonds or notes 
issued under § 4-31-804; provided, that if the association may cause 
assessments to be made hereunder for such covered claims, and assigns and 
pledges such assessments to or on behalf of the local development authority 
as issuer of such indebtedness for the benefit of the holders of bonds or notes, 
the association may administer such covered claims and present valid 
covered claims for payment; 

(4) Sue or be sued, and such power to sue includes the power and right to 
intervene as a party before any court that has jurisdiction over an insolvent 
insurer as defined by this part; 

(5) Negotiate and become a party to such contracts as are necessary to 
carry out the purpose of this part; 

(6) Perform such other acts as are necessary or proper to effectuate the 
purpose of this part; and 

(7) Refund to the member insurers in proportion to the contribution of 
each member insurer to that account that amount by which the assets of the 
account exceed the liabilities, if, at the end of any calendar year, the board 
of directors finds that the assets of the association in any account exceed the 
liabilities of that account as estimated by the board of directors for the 
coming year. 

(c) With respect to any suit involving the association: 

(1) Any action relating to or arising out of this part against the association 
shall be brought in a court in this state. Such court shall have exclusive 
jurisdiction over any action relating to or arising out of this part against the 
association; and 

(2) Exclusive venue in any action brought against the association is in the 
circuit or chancery court in Davidson County; provided, that the association 
may waive such venue as to a specific action. 


56-12-108 


History. 

Acts 1971, ch. 180, § 7; 1975, ch. 62, $§ 5, 6; 
1977, ch. 203, § 3; T.C.A., § 56-4007; Acts 
1995, ch. 240, § 2; 1999, ch. 48, §§ 3-6, 11. 


Compiler’s Notes. 
Acts 1999, ch. 48, § 12 provided that the 
amendment by that act adding (a)(1)(C) and (c), 
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and amending (a)(2), (a)(3) and (b)(4) shall 
apply and be effective only as to an insolvency 
arising after March 31, 1999. 


Section to Section References. 

This section is referred to in §§ 4-31-802, 
4-31-803, 4-31-804, 56-12-105, 56-12-108, 56- 
12-115, 56-12-119. 


NOTES TO DECISIONS 


Analysis 


1. Limited Obligation. 
2. Future Medical Expenses. 


1. Limited Obligation. 

Tennessee insurance guaranty association’s 
obligation under subdivision (a)(1)(B) is limited 
to medical expenses and lost wages actually 
incurred. Terminix Int'l Co. Ltd. Partnership v. 
Tennessee Ins. Guaranty Ass'n, 845 S.W.2d 


Collateral References. 
Validity, construction, and application of Uni- 


772, 1992 Tenn. App. LEXIS 741 (Tenn. Ct. 
App. 1992). 


2. Future Medical Expenses. 

The phrases “expenses incurred” and “actu- 
ally lost” do not include future medical ex- 
penses and wages. Terminix Int'l Co. Ltd. Part- 
nership v. Tennessee Ins. Guaranty Ass’n, 845 
S.W.2d 772, 1992 Tenn. App. LEXIS 741 (Tenn. 
Ct. App. 1992). 


form Insurers Liquidation Act. 44 A.L.R.5th 
683. 


56-12-108. Plan of operation — Requirements of plan — Delegation of 


authority. 


(a)(1) The association shall submit to the commissioner a plan of operation 
and any amendments thereto necessary or suitable to assure the fair, 
reasonable, and equitable administration of the association. The plan of 
operation and any amendments thereto shall become effective upon approval 
in writing by the commissioner. 

(2) If the association fails to submit suitable amendments to the plan, the 
commissioner shall, after notice and hearing, adopt and promulgate such 
reasonable rules as are necessary or advisable to effectuate this part. Such 
rules shall continue in force until modified by the commissioner or super- 
seded by a plan submitted by the association and approved by the commis- 
sioner. 

(b) All member insurers shall comply with the plan of operation. 
(c) The plan of operation shall: 

(1) Establish the procedures whereby all the powers and duties of the 
association under § 56-12-107 will be performed; 

(2) Establish procedures for handling assets of the association; 

(3) Establish the amount and method of reimbursing members of the 
board of directors under § 56-12-106; 

(4) Establish procedures by which claims may be filed with the association 
and establish acceptable forms of proof of covered claims. Notice of claims to 
the receiver or liquidator of the insolvent insurer shall be deemed notice to 
the association or its agent, and a list of such claims shall be periodically 
submitted to the association or similar organization in another state by the 
receiver or liquidator; 3 

(5) Establish regular places and times for meetings of the board of 


123 INSURANCE GUARANTY ASSOCIATIONS 56-12-109 


directors; 

(6) Establish procedures for records to be kept of all financial transactions 
of the association, its agents, and the board of directors; 

(7) Provide that any member insurer aggrieved by any final action or 
decision of the association may appeal to the commissioner within thirty (30) 
days after the action or decision; 

(8) Establish the procedures whereby selections for the board of directors 
will be submitted to the commissioner; 

(9) Contain additional provisions necessary or proper for the execution of 
the powers and duties of the association; and 

(10) Establish procedures for the disposition of liquidating dividends or 
other moneys received from the estate of the insolvent insurer. 

(d) The plan of operation may provide that any or all powers and duties of 
the association, except those under § 56-12-107(a)(3) and (b)(3), are delegated 
to a corporation, association, or other organization that performs or will 
perform functions similar to those of this association, or its equivalent, in two 
(2) or more states. Such a corporation, association or organization shall be 
reimbursed as a servicing facility would be reimbursed and shall be paid for its 
performance of any other functions of the association. A delegation under this 
subsection (d) shall take effect only with the approval of both the board of 
directors and the commissioner, and may be made only to a corporation, 
association, or organization that extends protection not substantially less 
favorable and effective than that provided by this part. 


History. apply and be effective only as to an insolvency 
Acts 1971, ch. 180, § 8; T.C.A., § 56-4008; arising after March 31, 1999. 


Acts 1999, ch. 48 1 
cts ,c ,§ Collateral References. 


Compiler’s Notes. Validity, construction, and application of Uni- 
Acts 1999, ch. 48, § 12 provided that the form Insurers Liquidation Act. 44 A.L.R.5th 
amendment by that act adding (c)(10) shall 683. 


56-12-109. Powers and duties of commissioner — Judicial review. 


(a) The commissioner shall: 

(1) Notify the association of the existence of an insolvent insurer not later 
than three (3) days after receiving notice of the determination of the 
insolvency. The association shall be entitled to a copy of any complaint 
seeking an order of liquidation with a finding of insolvency against a 
member company at the same time such complaint is filed with a court of 
competent jurisdiction; and 

(2) Upon request of the board of directors, provide the association with a 
statement of the net direct written premiums of each member insurer. 

(b) The commissioner may: 

(1) Require that the association hoi the insureds of the insolvent 
insurer and any other interested parties of the determination of insolvency 
and of their rights under this part. Such notification shall be by mail at their 
last known address, where available, but if sufficient information for 
notification by mail is not available, notice by publication in a newspaper of 
general circulation shall be sufficient; 

(2)(A) Suspend or revoke, after notice and hearing, the certificate of 
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authority to transact insurance in this state of any member insurer which 
fails to pay an assessment when due or that fails to comply with the plan 
of operation; or 
(B) As an alternative, the commissioner may levy a forfeiture on any 
member insurer who fails to pay an assessment when due. Such forfeiture 
shall not exceed five percent (5%) of an unpaid assessment per month, but 
no forfeiture shall be less than one hundred dollars ($100) per month; and 
(3) Revoke the designation of any servicing facility if the commissioner 
finds claims are being handled unsatisfactorily. 
(c) Any final action or order of the commissioner under this part shall be 
subject to judicial review exclusively by common law writ of certiorari in the 
chancery court of Davidson County. 


History. (a)(1) shall apply and be effective only as to an 
Acts 1971, ch. 180, § 9; T.C.A., § 56-4009; insolvency arising after March 31, 1999. 


Acts 1989, ch. 36, § 1; 1999, ch. 48, § 8. 
Section to Section References. 


Compiler’s Notes. This section is referred to in §§ 56-12-105, 
Acts 1999, ch. 48, § 12 provided that the 56-192-107. 


amendment by that act inserting language in 


56-12-110. Effect of paid claims — Rights of association — Subrogation 
— Priorities — Statements. 


(a) Any person recovering under this part shall be deemed to have assigned 
that person’s rights under the policy to the association to the extent of that 
person’s recovery from the association. Every insured or claimant seeking the 
protection of this part shall cooperate with the association to the same extent 
as that person would have been required to cooperate with the insolvent 
insurer. The association shall have no cause of action against the insured of the 
insolvent insurer for any sums it has paid out except those causes of action as 
the insolvent insurer would have had if the sums had been paid by the 
insolvent insurer and except as provided in subsection (b). 

(b) The association shall have the right to recover from the following 
persons the amount of any “covered claim” paid on behalf of such person 
pursuant to this part: 

(1) Any insured whose net worth on December 31 of the year immediately 
preceding the date the insurer becomes an insolvent insurer exceeds 
twenty-five million dollars ($25,000,000) and whose liability obligations to 
other persons are satisfied in whole or in part by payments made under this 
part; and 

(2) Any person who is an affiliate of the insolvent insurer and whose 
liability obligations to other persons are satisfied in whole or in part by 
payments made under this part. 

(c) The association and any similar organization in another state are 
claimants in the liquidation of an insolvent insurer for any amounts paid by 
them on covered claims obligations as determined under this part or similar 
laws in other states and shall receive dividends and any other distributions at 
the priority set forth in § 56-9-330. The receiver, liquidator or statutory 
successor of an insolvent insurer shall be bound by determinations of covered 
claim eligibility under this part and by settlements of claims made by the 
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association or a similar organization in another state. The court having 
jurisdiction shall grant such claims priority equal to that which the claimant 
would have been entitled in the absence of this part against the assets of the 
insolvent insurer. The expenses of the association or similar organization in 
handling claims shall be accorded the same priority as the liquidator’s 
expenses for handling claims. 

(d) The association shall periodically file with the receiver or liquidator of 
the insolvent insurer statements of the covered claims paid by the association 
and estimates of anticipated claims on the association that shall preserve the 
rights of the association against the assets of the insolvent insurer. 


History. amendment by that act inserting present (b), 

Acts 1971, ch. 180, § 10; T.C.A., § 56-4010; redesignating former (b) and (c) as present (c) 
Acts 1999, ch. 48, § 9. and (d) and making changes in (a) and present 
Compiler’s Notes. (c), shall apply and be effective only as to an 


Acts 1999, ch. 48, § 12 provided that the insolvency arising after March 31, 1999. 


56-12-111. Nonduplication of recovery — Exhaustion of other rem- 
edies. 


(a) Any person having a claim against an insurer under any provision in an 
insurance policy other than a policy of an insolvent insurer, which is also a 
covered claim, shall be required to exhaust first such person’s right under such 
policy. Any amount payable on a covered claim under this part shall be reduced 
by the amount of any recovery under such insurance policy. 

(b) Any person having a claim that may be recovered under more than one 
(1) insurance guaranty association or its equivalent shall seek recovery first 
from the association of the place of residence of the insured, except that if it is 
a first party claim for damage to property with a permanent location, the 
person shall seek recovery first from the association of the location of the 
property, and if it is a workers’ compensation claim, the person shall seek 
recovery first from the association of the residence of the claimant. Any 
recovery under this part shall be reduced by the amount of recovery from any 
other insurance guaranty association or its equivalent. 


History. Section to Section References. 
Acts 1971, ch. 180, § 11; T.C.A., § 56-4011. This section is referred to in § 56-45-105. 


56-12-112. Reports by board. 


(a) The board of directors may, upon majority vote, make reports to the 
commissioner upon any matter germane to the solvency, liquidation, rehabili- 
tation or conservation of any member insurer. Such reports shall be considered 
public documents. 

(b) The board of directors shall, at the conclusion of any insurer insolvency 
in which the association was obligated to pay covered claims, prepare a report 
on the history and causes of such insolvency, based on the information 
available to the association, and submit such report to the commissioner. 


History. 
Acts 1971, ch. 180, § 12; T.C.A., § 56-4012. 
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56-12-1138. Examination of the association — Annual financial report. 


(a) The association shall be subject to examination and regulation by the 
commissioner. 

(b) The board of directors shall submit, not later than March 30 of each year, 
a financial report for the preceding calendar year in a form approved by the 
commissioner. 


History. 
Acts 1971, ch. 180, § 13; T.C.A., § 56-4013. 


56-12-114. Tax and fees exemption. 


The association shall be exempt from payment of all fees, except examina- 
tion fees, and all taxes levied by this state or any of its subdivisions, except 
taxes levied on real or personal property. 


History. 
Acts 1971, ch. 180, § 14; T.C.A., § 56-4014. 


56-12-115. Deduction from premium taxes. 


Member insurers assessed a percentage of net direct written premiums for 
any preceding calendar year, as provided in § 56-12-107(a)(3), shall be allowed 
a credit against premium taxes imposed on such member insurers by § 56-4- 
205, up to twenty-five percent (25%) of the net premium taxes due in any one 
(1) calendar year until the aggregate of all assessments paid to the guaranty 
association has been offset by such premium tax credits. The guaranty 
association shall certify to the commissioner on an annual basis the names of 
the member insurers and the assessments paid. The provisions herein are 
applicable to all insolvencies occurring after April 28, 1975; provided, that only 
premium taxes paid on and after March 1977, will be subject to credit as herein 
provided. 


History. Cross-References. 
Acts 1971, ch. 180, § 15; 1975, ch. 63, § 1; Credit for guaranty fund assessments, § 56- 
T.C.A., § 56-4015. 12-119. 


56-12-116. Immunity. 


There shall be no liability on the part of, and no cause of action of any nature 
shall arise against, any member insurer, the association or its agents or 
employees, the board of directors, or the commissioner or the commissioner’s 
representatives for any action taken by them in the performance of their 
powers and duties under this part. 


History. 
Acts 1971, ch. 180, § 16; T.C.A., § 56-4016. 


56-12-117. Stay of pending proceedings — Default judgment. 


(a) All proceedings in which the association is obligated to defend by reason 
of this part shall be stayed for six (6) months from the date the insolvency is 
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determined or such additional time as shall be granted either by the court in 
which the action is pending or by the chancery court of Davidson County, upon 
petition by the association for good cause shown to permit proper defense of 
such causes of action. 

(b) The association shall not be obligated to satisfy in part or in whole any 
decision, verdict, or finding based on the default of the insolvent insurer or its 
failure to defend an insured, but shall be permitted to defend such claim on its 
merits. 


History. 
Acts 1971, ch. 180, § 17; 1975, ch. 62, § 7; 
1977, ch. 208, § 4; T.C.A., § 56-4017. 


56-12-118. Advertising by member insurers. 


No member insurer shall include any advertising matter in its advertise- 
ments in reference to the coverage afforded by the Tennessee insurance 
guaranty association. 


History. 
Acts 1971, ch. 180, § 18; T.C.A., § 56-4018. 


56-12-119. Credit for guaranty fund assessments. 


Assessments made by the Tennessee insurance guaranty association as 
provided in § 56-12-107(a)(3) shall be allowed as a credit against premium 
taxes imposed on member insurers up to twenty-five percent (25%) of the net 
premium taxes due in any one (1) calendar year, until the aggregate of all 
assessments paid to the association have been offset by such premium tax 
credits. 


History. Cross-References. 
Acts 1975, ch. 63, § 2; T.C.A., § 56-4019. Deduction from premium taxes, § 56-12-115. 


56-12-120. Unearned premium claims. 


(a) All obligations for unearned premium claims shall include only that 
amount of each covered claim that is in excess of two hundred fifty dollars 
($250) and is less than ten thousand dollars ($10,000). 

(b)(1) Unearned premium claims arising out of workers’ compensation 

policies shall be subject to the limitations of subsection (a). 

(2) Unearned premium claims shall not include credit adjustments devel- 
oped under retrospective rating plans. 


History. 
Acts 1989, ch. 316, § 2. 


56-12-121. Insolvent insurer. 


(a) In no case shall a covered claim include any claim filed with the 
association, domiciliary receiver, ancillary receiver or liquidator, after the 
earlier of: 

(1) Eighteen (18) months after the date of the order of liquidation; or 
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(2) The final date set by the court for the filing of claims against the 
liquidator or receiver of an insolvent insurer. z 
(b) In no case shall a covered claim include any claim filed with the 
association, domiciliary, or ancillary receiver or a liquidator for protection 
afforded under the insured’s policy for incurred-but-not-reported losses. 


History. Collateral References. 
Acts 1995, ch. 240, § 3; 1999, ch. 48, § 10. Validity, construction, and application of Uni- 
i form Insurers Liquidation Act. 44 A.L.R.5th 
Compiler’s Notes. 683 
Acts 1999, ch. 48, § 12 provided that the ‘ 
amendment by that act, rewriting this section, 
shall apply and be effective only as to an 
insolvency arising after March 31, 1999. 
PART 2 
LIFE AND HEALTH INSURANCE GUARANTY 
ASSOCIATION ACT 


56-12-201. Short title. 


This part shall be known and may be cited as the “Tennessee Life and Health 
Insurance Guaranty Association Act.” 


History. Section to Section References. 
Acts 1988, ch. 1032, § 1. This part is referred to in § 56-9-103. 


56-12-202. Purpose. 


(a) The purpose of this part is to protect, subject to certain limitations, the 
persons listed in § 56-12-204(a) against failure in the performance of contrac- 
tual obligations, under life and health insurance policies and annuity contracts 
specified in § 56-12-204(b), because of the impairment or insolvency of the 
member insurer that issued the policies or contracts. 

(b) To provide this protection, an association of insurers is hereby created to 
pay benefits and to continue coverages as limited herein. 

(c) Members of the association are subject to assessment to Seawide funds to 
carry out the purpose of this part, and shall provide such services as are 
necessary to implement the protections accorded to policyholders by this part. 


History. 
Acts 1988, ch. 1032, § 2. 


56-12-2038. Part definitions. 


As used in this part: 

(1) “Account” means any of the accounts created under § 56-12-205; 

(2) “Association” means the Tennessee life and health insurance guaranty 
association created under § 56-12-205; 

(3) “Commissioner” means the commissioner of commerce ee insurance; 

(4) “Contractual obligation” means an obligation under a policy or con- 
tract or certificate under a group policy or contract, or a portion thereof, for 
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which coverage is provided under § 56-12-204; 

(5) “Covered policy” means a policy or contract, or a portion of a policy or 
contract, for which coverage is provided under § 56-12-204; 

(6) “Extra-contractual claims” shall include, for example, claims relating 
to bad faith in the payment of claims, punitive or exemplary damages or 
attorneys’ fees and costs; 

(7) “Health insurance benefits” means benefits payable under any form of 
accident and health insurance policy; 

(8) “Impaired insurer” means a member insurer which, after July 1, 1989, 
is not an insolvent insurer, and is placed under an order of rehabilitation or 
conservation by a court of competent jurisdiction; 

(9) “Insolvent insurer” means a member insurer which after July 1, 1989, 
is placed under an order of liquidation by a court of competent jurisdiction 
with a finding of insolvency; 

(10) “Member insurer” means an insurer or nonprofit hospital and medi- 
cal service organization licensed or that holds a certificate of authority to 
transact in this state any kind of insurance for which coverage is provided 
under § 56-12-204, and includes an insurer whose license or certificate of 
authority in this state may have been suspended, revoked, not renewed or 
voluntarily withdrawn, but does not include: 

(A) A health maintenance organization; 

(B) A fraternal benefit society; 

(C) A mandatory state pooling plan; 

(D) A mutual assessment company or other person that operates on an 
assessment basis; 

(E) An insurance exchange; 

(F) An organization that is authorized under the law of this state to 
issue charitable gift annuities; or 

(G) An entity similar to any of the above; 

(11) “Moody’s Corporate Bond Yield Average” means the Monthly Average 
Corporates as published by Moody’s Investors Service, Inc., or any successor 
thereto; 

(12) “Owner” of a policy or contract and “policy owner” and “contract 
owner” mean the person who is identified as the legal owner under the terms 
of the policy or contract or who is otherwise vested with legal title to the 
policy or contract through a valid assignment completed in accordance with 
the terms of the policy or contract and properly recorded as the owner on the 
books of the insurer. The terms owner, contract owner and policy owner do 
not include persons with a mere beneficial interest in a policy or contract; 

(13) “Person” means an individual, corporation, limited liability company, 
partnership, association, governmental body or entity or voluntary 
organization; 

(14) “Premiums” means amounts or considerations, by whatever name 
called received on covered policies or contracts less returned premiums, 
considerations and deposits and less dividends and experience credits. 
“Premiums” does not include amounts or considerations received for policies 
or contracts, or for the portions of policies or contracts for which coverage is 
not provided under § 56-12-204(b), except that assessable premium shall 
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not be reduced on account of § 56-12-204(b)(2)(C) relating to interest 
limitations or § 56-12-204(c)(2) relating to limitations with-respect to one (1) 
individual, one (1) participant and one (1) contract owner. “Premiums” shall 
not include: 

(A) Premiums on an unallocated annuity contract; or 

(B) With respect to multiple non-group policies of life insurance owned 
by one (1) owner, whether the policy owner is an individual, firm, 
corporation or other person, and whether the persons insured are officers, 
managers, employees or other persons, premiums in excess of five million 
dollars ($5,000,000) with respect to these policies or contracts, regardless 
of the number of policies or contracts held by the owner; 

(15) “Principal place of business” of a person, other than a natural person, 
means the single state in which the natural person who establishes a policy 
for the direction, control and coordination of the operations of the entity, as 
a whole, primarily exercises that function as determined by the association 
in its reasonable judgment by considering the following factors: 

(A) The state in which the primary executive and administrative 
headquarters of the entity is located; 

(B) The state in which the principal office of the chief executive officer 
of the entity is located; 

(C) The state in which the board of directors or similar governing 
person or persons of the entity conducts the majority of its meetings; 

(D) The state in which the executive or management committee of the 
board of directors or similar governing person or persons of the entity 
conducts the majority of its meetings; and 

(E) The state from which the management of the overall operations of 
the entity is directed; 

(16) “Receivership court” means the court in the insolvent or impaired 
insurer’s state having jurisdiction over the conservation, rehabilitation or 
liquidation of the insurer; . 

(17) “Resident” means a person to whom a contractual obligation is owed 
and who resides in this state on the date of entry of a court order that 
determines a member insurer to be an impaired insurer or a court order that 
determines a member insurer to be an insolvent insurer. A person may be a 
resident of only one (1) state, which in the case of a person other than a 
natural person shall be its principal place of business. Citizens of the United 
States who are either residents of foreign countries or residents of United 
States possessions, territories or protectorates that do not have an associa- 
tion similar to the association created by this part shall be deemed residents 
of the state of domicile of the insurer that issued the policies or contracts; 

(18) “State” means a state, the District of Columbia, Puerto Rico, and an 
United States possession, territory or protectorate; 

(19) “Structured settlement annuity” means an annuity purchased in 
order to fund periodic payments for a plaintiff or other claimant in payment 
for, or with respect to, personal injury suffered by the plaintiff or other 
claimant; 

(20) “Supplemental contract” means a written agreement entered into for 
the distribution of proceeds under a life, health or annuity policy or contract; 
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and 

(21) “Unallocated annuity contract” means an annuity contract or group 
annuity certificate which is not issued to and owned by an individual, except 
to the extent of any annuity benefits guaranteed to an individual by an 
insurer under the contract or certificate. 


History. Section to Section References. 
Acts 1988, ch. 1032, § 4; 1995, ch. 110, § 1; This section is referred to in § 56-7-2203. 


2000, ch. 895, § 12; 2010, ch. 713, § 1. 
Collateral References. 


Compiler’s Notes. Validity, construction, and application of Uni- 


Acts 2000, ch. 895, § 13, provided that this form Insurers Liquidation Act. 44 A.L.R.5th 
chapter shall apply to charitable gift annuity 6893 


agreements entered into on or after June 19, 
2000. 


56-12-204. Applicability — Limitations on liability. 


(a) This part shall provide coverage for the policies and contracts specified 
in subsection (b): 

(1) To persons who, regardless of where they reside except for nonresident 
certificate holders under group policies or contracts, are the beneficiaries, 
assignees or payees of persons covered under subdivision (a)(2); 

(2) To persons who are owners of or certificate holders under the policies 
or contracts, other structured settlement annuities, and who: 

(A) Are residents; or 
(B) Are not residents, but only under all of the following conditions: 

(i) The insurer that issued the policies or contracts is domiciled in this 
state; 

(ii) The states in which the persons reside have associations similar 
to the association created by this part; and 

(iii) The persons are not eligible for coverage by an association in any 
other state due to the fact that the insurer was not licensed in the state 
at the time specified in the state’s guaranty association law; 

(3) For structured settlement annuities specified in subsection (b), subdi- 
visions (a)(1) and (a)(2) shall not apply, and this part shall, except as 
provided in subdivisions (a)(4) and (a)(5), provide coverage to a person who 
is a payee under a structured settlement annuity, or beneficiary of a payee if 
the payee is deceased, if the payee: 

(A) Is a resident, regardless of where the contract owner resides; or 
(B) Is not a resident, but only under both of the following conditions: 
(i)(a) The contract owner of the structured settlement annuity is a 
resident; or 
(b) The contract owner of the structured settlement annuity is not 
a resident, but the insurer that issued the structured settlement 
annuity is domiciled in this state, and the state in which the contract 
owner resides has an association similar to the association created by 
this part; and 
(ii) Neither the payee, or the beneficiary nor the contract owner is 
eligible for coverage by the association of the state in which the payee or 
contract owner resides; 
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(4) This part shall not provide coverage to a person who is a payee or the 
beneficiary of a contract owner resident of this state if the payee or 
beneficiary is afforded any coverage by the association of another state; or 

(5) This part is intended to provide coverage to a person who is a resident 

of this state and, in special circumstances, to a nonresident. In order to avoid 
duplicate coverage, if a person who would otherwise receive coverage under 
this part is provided coverage under the laws of any other state, such person 
shall not be provided coverage under this part. In determining the applica- 
tion of this subdivision (a)(5) in situations where a person could be covered 
by the association of more than one (1) state, whether as an owner, payee, 
beneficiary or assignee, this part shall be construed in conjunction with 
other state laws to result in coverage by only one (1) association. 
(b)(1) This part shall provide coverage to the persons specified in subsection 
(a) for direct, non-group life, accident and health, or annuity policies or 
contracts and supplemental contracts to any of these and for certificates 
under direct group policies and contracts, except as limited by this part. 
Annuity contracts and certificates under group annuity contracts include 
allocated funding agreements, structured settlement annuities, and any 
immediate or deferred annuity contracts. 

(2) This part shall not provide coverage for: 

(A) A portion of a policy or contract not guaranteed by the insurer, or 
under which the risk is borne by the policy or contract owner; 

(B) A policy or contract of reinsurance, unless assumption certificates 
have been issued pursuant to the reinsurance policy or contract; 

(C) Aportion of a policy or contract to the extent that the rate of interest 
on which it is based, or the interest rate, crediting rate or similar factor 
determined by use of an index or other external reference stated in the 
policy or contract employed in calculating returns or changes in value: 

(1) Averaged over the period of four (4) years prior to the date on 
which the member insurer becomes an impaired or insolvent insurer 
under this part, whichever is earlier, exceeds the rate of interest 
determined by subtracting two (2) percentage points from Moody’s 

Corporate Bond Yield Average averaged for that same four-year period 

or for such lesser period if the policy or contract was issued less than 

four (4) years before the member insurer becomes an impaired or 
insolvent insurer under this part, whichever is earlier; and 

(ii) On and after the date on which the member insurer becomes an 
impaired or insolvent insurer under this part, whichever is earlier, 
exceeds the rate of interest determined by subtracting three (3) percent- 
age points from Moody’s Corporate Bond Yield Average as most recently 
available; 

(D) A portion of a policy or contract issued to a plan or program of an 
employer, association or other person to provide life, health or annuity 
benefits to its employees, members or others, to the extent that the plan or 
program is self-funded or uninsured, including, but not limited to, benefits 
payable by an employer, association or other person under: 

(i) A multiple employer welfare arrangement as defined in 29 U.S.C. 

§ 1144; 
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(ii) A minimum premium group insurance plan; 

(iii) A stop-loss group insurance plan; or 

(iv) An administrative services only contract; 

(EK) A portion of a policy or contract to the extent that it provides for: 

(i) Dividends or experience rating credits; 

(ii) Voting rights; or 

(iii) Payment of any fees or allowances to any person, including the 
policy or contract owner, in connection with the service to or adminis- 
tration of the policy or contract; 

(F) A policy or contract issued in this state by a member insurer at a 
time when it was not licensed or did not have a certificate of authority to 
issue the policy or contract in this state; 

(G) A portion of a policy or contract to the extent that the assessments 
required by § 56-12-208 with respect to the policy or contract are 
preempted by federal or state law; 

(H) An obligation that does not arise under the express written terms of 
the policy or contract issued by the insurer to the contract owner or policy 
owner, including without limitation: 

(i) Claims based on marketing materials; 

(ii) Claims based on side letters, riders or other documents that were 
issued by the insurer without meeting applicable policy form filing or 
approval requirements; 

(iii) Misrepresentations of or regarding policy benefits; 

(iv) Extra-contractual claims; or 

(v) Aclaim for penalties or consequential or incidental damages; 

(I) A contractual agreement that establishes the member insurer’s 
obligations to provide a book value accounting guaranty for defined 
contribution benefit plan participants by reference to a portfolio of assets 
that is owned by the benefit plan or its trustee, which in each case is not 
an affiliate of the member insurer; 

(J) An unallocated annuity contract; 

(K) A portion of a policy or contract to the extent it provides for interest 
or other changes in value to be determined by the use of an index or other 
external reference stated in the policy or contract, but which have not been 
credited to the policy or contract, or as to which the policy or contract 
owner’s rights are subject to forfeiture, as of the date the member insurer 
becomes an impaired or insolvent insurer under this part, whichever is 
earlier. If a policy’s or contract’s interest or changes in value are credited 
less frequently than annually, then for purposes of determining the values 
that have been credited and are not subject to forfeiture under this 
subdivision (b)(2)(K), the interest or change in value determined by using 
the procedures defined in the policy or contract will be credited as if the 
contractual date of crediting interest or changing values was the date of 
impairment or insolvency, whichever is earlier, and will not be subject to 
forfeiture; or 

(L) A policy or contract providing any hospital, medical, prescription 
drug or other healthcare benefits pursuant to part C or part D of 
Subchapter XVIII, Chapter 7 of Title 42 of the United States Code, 
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commonly known as Medicare part C & D, or any regulations issued 
pursuant thereto. ; 
(c) The benefits that the association may become obligated to cover shall in 
no event exceed the lesser of: 
(1) The contractual obligations for which the insurer is liable or wouid 
have been liable if it were not an impaired or insolvent insurer; or 
(2)(A) With respect to one (1) life, regardless of the number of policies or 
contracts: 
(i) Three hundred thousand dollars ($300,000) in life insurance death 
benefits, but not more than one hundred thousand dollars ($100,000) in 
net cash surrender and net cash withdrawal values for life insurance; 
(ii) One hundred thousand dollars ($100,000) in health insurance 
benefits; provided, for policies or contracts issued by a member insurer 
that becomes insolvent after January 1, 2010, the limits for health 
insurance benefits shall be as follows: 
(a) One hundred thousand dollars ($100,000) for coverages not 
defined as disability insurance or basic hospital, medical and surgical 
insurance or major medical insurance or long term care insurance 
including any net cash surrender and net cash withdrawal values; 
(b) Three hundred thousand dollars ($300,000) for disability insur- 
ance and three hundred thousand dollars ($300,000) for long term 
care insurance; 
(c) Five hundred thousand dollars ($500,000) for basic hospital, 
medical and surgical insurance or major medical insurance; 
(iii) Two hundred fifty thousand dollars ($250,000) in the present 
value of annuity benefits, including net cash surrender and net cash 
withdrawal values; or 
(B) With respect to each payee of a structured settlement annuity, or 
beneficiary or beneficiaries of the payee if deceased, two hundred fifty 
thousand dollars ($250,000) in present value annuity benefits, in the 
ageregate, including net cash surrender and net cash withdrawal values, 
if any; 

(C) However, in no event shall the association be obligated to cover 
more than: 

(i) An aggregate of three hundred thousand dollars ($300,000) in 
benefits with respect to any one (1) life under paragraphs (c)(2)(A) and 
(B) except with respect to benefits for basic hospital, medical and 
surgical insurance and major medical insurance under subdivision 
(c)(2)(A)Gi)(c), in which case the aggregate liability of the association 
shall not exceed five hundred thousand dollars ($500,000) with respect 
to any one (1) individual; or 

(ii) With respect to one (1) owner of multiple non-group policies of life 
insurance, whether the policy owner is an individual, firm, corporation 
or other person, and whether the persons insured are officers, managers, 
employees or other persons, more than five million dollars ($5,000,000) 
in benefits, regardless of the number of policies and contracts held by 
the owner; 

(D) The limitations set forth in this subsection (c) are limitations on the 
benefits for which the association is obligated before taking into account 
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either its subrogation and assignment rights or the extent to which those 
benefits could be provided out of the assets of the impaired or insolvent 
insurer attributable to covered policies. The costs of the association’s 
obligations under this part may be met by the use of assets attributable to 
covered policies or reimbursed to the association pursuant to its subroga- 
tion and assignment rights. 
(3) As used in this subsection (c): 

(A) “Disability insurance” means insurance that provides stated ben- 
efits upon the disability of the insured as defined in the policy; 

(B) “Long term care insurance” has the same meaning as set forth in 
§ 56-42-103(5); and 

(C) “Basic hospital, medical and surgical insurance or major medical 
insurance” means insurance that provides coverage for medical expenses 
incurred because of injury or illness, but does not include disability 
insurance, long term care insurance, Medicare supplement insurance, 
hospital confinement indemnity insurance, accident only insurance, speci- 
fied disease insurance, loss of limb or body function insurance, or other 
limited benefit or supplemental health insurance excluded from the 
definition of health insurance in § 56-1-105. 

(d) In performing its obligations to provide coverage under § 56-12-207, the 
association shall not be required to guarantee, assume, reinsure or perform, or 
cause to be guaranteed, assumed, reinsured or performed, the contractual 
obligations of the insolvent or impaired insurer under a covered policy or 
contract that do not materially affect the economic values or economic benefits 
of the covered policy or contract. 


History. Collateral References. 
Acts 1988, ch. 1032, § 3; 2001, ch. 91, § 2; Validity, construction, and application of Uni- 
2009, ch. 178, § 1; 2010, ch. 713, § 2. form Insurers Liquidation Act. 44 A.L.R.5th 


Section to Section References. 683. 


This section is referred to in §§ 56-12-202, 
56-12-203, 56-12-207, 56-12-218. 


56-12-205. Creation of association — Accounts. 


(a) There is created a nonprofit legal entity to be known as the Tennessee 
life and health insurance guaranty association. Provisions of this part relative 
to the Tennessee life and health insurance guaranty association shall be read 
as supplemental to part 1 of this chapter. All member insurers shall be and 
remain members of the association as a condition of their authority to transact 
insurance in this state. The association shall perform its function under the 
plan of operation established and approved pursuant to § 56-12-209, and shall 
exercise its powers through a board of directors established by § 56-12-206. 
For purposes of administration and assessment, the association shall maintain 
four (4) accounts: 

(1) The life insurance account; 

(2) The health insurance account; 

(3) The annuity account excluding unallocated annuity contracts and 
defined contribution government plans qualified under § 403(b) of the 

Internal Revenue Code (26 U.S.C. § 403(b)); and 
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(4) The defined contribution plan account, meaning defined contribution 

plans qualified under § 403(b) of the Internal Revenue Code (26 U.S.C. 

§ 403(b)). 

(b) The association shall come under the immediate supervision of the 
commissioner and shall be subject to the applicable provisions of the insurance 
laws of this state. Meetings or records of the association may be opened upon 
majority vote of the board of directors of the association. 

(c) Effective January 1, 2011, the association shall maintain the following 
three (3) accounts: 

(1) Alife insurance account; 
(2) An annuity account; and 
(3) A health insurance account. 


History. terminates June 30, 2017. See §§ 4-29-112, 
Acts 1988, ch. 1032, § 5; 2010, ch. 718, § 3. 4-29-2388. 

Compiler’s Notes. Section to Section References. 
The Tennessee life and health insurance This section is referred to in §§ 4-29-238, 


guaranty association, created by this section, 56-12-203. 


56-12-206. Board of directors — Reimbursement. 


(a) The board of directors of the association shall consist of not less than five 
(5) nor more than nine (9) member insurers serving terms as established in the 
plan of operation. The members of the board shall be selected by member 
insurers, subject to the approval of the commissioner. Vacancies on the board 
shall be filled for the remaining period of the term by a majority vote of the 
remaining board members, subject to the approval of the commissioner. To 
select the initial board of directors, and initially organize the association, the 
commissioner shall give notice to all member insurers of the time and place of 
the organizational meeting. In determining voting rights at the organizational 
meeting, each member insurer shall be entitled to one (1) vote in person or by 
proxy. If the board of directors is not selected within sixty (60) days after notice 
of the organizational meeting, the commissioner may appoint the initial 
members. 

(b) In approving selections or in appointing members to the board, the 
commissioner shall consider, among other things, whether all member insur- 
ers are fairly represented. 

(c) Members of the board may be reimbursed from the assets of the 
association for expenses incurred by them as members of the board of directors 
in accordance with the state’s travel regulations. Members of the board shall 
not otherwise be compensated by the association for their services. 


History. 
Acts 1988, ch. 1032, § 6. 


Section to Section References. 
This section is referred to in §§ 56-12-205, 
56-12-209. 


56-12-207. Impaired or insolvent insurers. 


(a) If a member insurer is an impaired insurer, the association may, in its 
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discretion, and subject to any conditions imposed by the association that do not 
impair the contractual obligations of the impaired insurer and that are 
approved by the commissioner: 

(1) Guarantee, assume or reinsure, or cause to be guaranteed, assumed, 

or reinsured, any or all of the policies or contracts of the impaired insurer; or 

(2) Provide such monies, pledges, loans, notes, guarantees or other means 

as are proper to effectuate subdivision (a)(1) and assure payment of the 

contractual obligations of the impaired insurer pending action under subdi- 

vision (a)(1). 

(b) If a member insurer is an insolvent insurer, the association shall, in its 
discretion, either: 

(1)(A)G) Guarantee, assume or reinsure, or cause to be guaranteed, 
assumed or reinsured, the policies or contracts of the insolvent insurer; 
or 

(ii) Assure payment of the contractual obligations of the insolvent 
insurer; and 
(B) Provide monies, pledges, loans, notes, guarantees, or other means 

reasonably necessary to discharge the association’s duties; or 

(2) Provide benefits and coverage in accordance with the following 

provisions: 

(A) With respect to life and health insurance policies and annuities, 
assure payment of benefits for premiums identical to the premiums and 
benefits except for terms of conversion and renewability that would have 
been payable under the policies or contracts of the insolvent insurer, for 
claims incurred: 

(i) With respect to group policies and contracts, no later than the 
earlier of the next renewal date under those policies or contracts or 
forty-five (45) days, but in no event less than thirty (30) days, after the 
date on which the association becomes obligated with respect to the 
policies and contracts; and 

(ii) With respect to non-group policies, contracts, and annuities no 
later than the earlier of the next renewal date if any under the policies 
or contracts or one (1) year, but in no event less than thirty (30) days, 
from the date on which the association becomes obligated with respect to 
the policies or contracts; 

(B) Make diligent efforts to provide all known insureds or annuitants 
for non-group policies and contracts, or group policy owners with respect 
to group policies and contracts, thirty (30) days notice of the termination 
pursuant to subdivision (b)(2)(A), of the benefits provided; 

(C) With respect to non-group life and health insurance policies and 
annuities covered by the association, make available to each known 
insured or annuitant, or owner if other than the insured or annuitant, and 
with respect to an individual formerly insured or formerly an annuitant 
under a group policy who is not eligible for replacement group coverage, 
make available substitute coverage on an individual basis in accordance 
with subdivision (b)(2)(D), if the insureds or annuitants had a right under 
law or the terminated policy or annuity to convert coverage to individual 
coverage or to continue an individual policy or annuity in force until a 
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specified age or for a specified time, during which the insurer had no right 
unilaterally to make changes in any provision of the policy or annuity or 
had a right only to make changes in premium by class; 

(D)G) In providing the substitute coverage required under subdivision 

(b)(2)(C), the association may offer either to reissue the terminated 

coverage or to issue an alternative policy; 

(ii) Alternative or reissued policies shall be offered without requiring 
evidence of insurability, and shall not provide for any waiting period or 
exclusion that would not have applied under the terminated policy; 

(iii) The association may reinsure any alternative or reissued policy; 
(E)Gi) Alternative policies adopted by the association shall be subject to 
the approval of the domiciliary insurance commissioner and the receiv- 
ership court. The association may adopt alternative policies of various 
types for future issuance without regard to any particular impairment 
or insolvency; 

(ii) Alternative policies shall contain at least the minimum statutory 
provisions required in this state and provide benefits that shall not be 
unreasonable in relation to the premium charged. The association shall 
set the premium in accordance with a table of rates that it shall adopt. 
The premium shall reflect the amount of insurance to be provided and 
the age and class of risk of each insured, but shall not reflect any 
changes in the health of the insured after the original policy was last 
underwritten. 

(ii) Any alternative policy issued by the association shall provide 
coverage of a type similar to that of the policy issued by the impaired or 
insolvent insurer, as determined by the association; 

(F) If the association elects to reissue terminated coverage at a pre- 
mium rate different from that charged under the terminated policy, the 
premium shall be set by the association in accordance with the amount of 
insurance provided and the age and class of risk, subject to approval of the 
domiciliary insurance commissioner and the receivership court; 

(G) The association’s obligations with respect to coverage under any 
policy of the impaired or insolvent insurer or under any reissued or 
alternative policy shall cease on the date the coverage or policy is replaced 
by another similar policy by the policy owner, the insured or the associa- 
tion; and — 

(H) When proceeding under this subdivision (b)(2), with respect to a 
policy or contract carrying guaranteed minimum interest rates, the 
association shall assure the payment or crediting of a rate of interest 
consistent with § 56-12-204(b)(2)(C). 

(c) Nonpayment of premiums within thirty-one (31) days after the date 
required under the terms of any guaranteed, assumed, alternative or reissued 
policy or contract or substitute coverage shall terminate the association’s 
obligations under the policy or coverage under this part with respect to the 
policy or coverage, except with respect to any claims incurred or any net cash 
surrender value which may be due in accordance with this part. 

(d) Premiums due for coverage after entry of an order of liquidation of an 
insolvent insurer shall belong to and be payable at the direction of the 
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association. If the liquidator of an insolvent insurer requests, the association 
shall provide a report to the liquidator regarding such premium collected by 
the association. The association shall be liable for unearned premiums due to 
policy or contract owners arising after the entry of the order. 

(e) The protection provided by this part shall not apply where any guaranty 
protection is provided to residents of this state by the laws of the domiciliary 
state or jurisdiction of the impaired or insolvent insurer other than this state. 

(f) In carrying out its duties under subsection (b), the association may: 

(1) Subject to approval by a court in this state, impose permanent policy 
or contract liens in connection with a guarantee, assumption or reinsurance 
agreement, if the association finds that the amounts which can be assessed 
under this part are less than the amounts needed to assure full and prompt 
performance of the association’s duties under this part, or that the economic 
or financial conditions as they affect member insurers are sufficiently 
adverse to render the imposition of such permanent policy or contract liens, 
to be in the public interest; or 

(2) Subject to approval by a court in this state, impose temporary 
moratoriums or liens on payments of cash values and policy loans, or any 
other right to withdraw funds held in conjunction with policies or contracts, 
in addition to any contractual provisions for deferral of cash or policy loan 
value. In addition, in the event of a temporary moratorium or moratorium 
charge imposed by the receivership court on payment of cash values or policy 
loans, or on any other right to withdraw funds held in conjunction with 
policies or contracts, out of the assets of the impaired or insolvent insurer, 
the association may defer the payment of cash values, policy loans or other 
rights by the association for the period of the moratorium or moratorium 
charge imposed by the receivership court, except for claims covered by the 
association to be paid in accordance with a hardship procedure established 
by the liquidator or rehabilitator and approved by the receivership court. 
(g) A deposit in this state, held pursuant to law or required by the 

commissioner for the benefit of creditors, including policy owners, not turned 
over to the domiciliary liquidator upon the entry of a final order of liquidation 
or order approving a rehabilitation plan of an insurer domiciled in this state or 
in a reciprocal state, pursuant to § 56-9-409 shall be promptly paid to the 
association. The association shall be entitled to retain a portion of any amount 
so paid to it equal to the percentage determined by dividing the aggregate 
amount of policy owners’ claims related to that insolvency for which the 
association has provided statutory benefits by the aggregate amount of all 
policy owners’ claims in this state related to that insolvency and shall remit to 
the domiciliary receiver the amount so paid to the association less the amount 
retained pursuant to this subsection (g). Any amount so paid to the association 
and retained by it shall be treated as a distribution of estate assets pursuant 
to applicable state receivership law dealing with early access disbursements. 

(h) If the association fails to act within a reasonable period of time with 
respect to an insolvent insurer, as provided in subsection (b) of this section, the 
commissioner shall have the powers and duties of the association under this 
part with respect to the insolvent insurer. 

(i) The association may render assistance and advice to the commissioner, 
upon the commissioner’s request, concerning rehabilitation, payment of 
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claims, continuance of coverage, or the performance of other contractual 
obligations of an impaired or insolvent insurer. 

(j) The association shall have standing to appear or intervene before a court 
or agency in this state with jurisdiction over an impaired or insolvent insurer 
concerning which the association is or may become obligated under this part or 
with jurisdiction over any person or property against which the association 
may have rights through subrogation or otherwise. Standing shall extend to all 
matters germane to the powers and duties of the association, including, but not 
limited to, proposals for reinsuring, modifying or guaranteeing the policies or 
contracts of the impaired or insolvent insurer and the determination of the 
policies or contracts and contractual obligations. The association shall also 
have the right to appear or intervene before a court or agency in another state 
with jurisdiction over an impaired or insolvent insurer for which the associa- 
tion is or may become obligated or with jurisdiction over any person or property 
against whom the association may have rights through subrogation or other- 
wise. 

(k)(1) A person receiving benefits under this part shall be deemed to have 
assigned the rights under, and any causes of action against any person for 
losses arising under, resulting from or otherwise relating to, the covered 
policy or contract to the association to the extent of the benefits received 
because of this part, whether the benefits are payments of or on account of 
contractual obligations, continuation of coverage or provision of substitute or 
alternative coverages. The association may require an assignment to it of 
such rights and cause of action by any payee, policy or contract owner, 
beneficiary, insured or annuitant as a condition precedent to the receipt of 
any right or benefits conferred by this part upon the person. 

(2) The subrogation rights of the association under this subsection (k) 
shall have the same priority against the assets of the impaired or insolvent 
insurer as that possessed by the person entitled to receive benefits under 
this part. 

(3) In addition to subdivisions (k)(1) and (2), the association shall have all 
common law rights of subrogation and any other equitable or legal remedy 
that would have been available to the impaired or insolvent insurer or 
owner, beneficiary or payee of a policy or contract with respect to the policy 
or contracts including without limitation, in the case of a structured 
settlement annuity, any rights of the owner, beneficiary or payee of the 
annuity, to the extent of benefits received pursuant to this part, against a 
person originally or by succession responsible for the losses arising from the 
personal injury relating to the annuity or payment therefor, excepting any 
such person responsible solely by reason of serving as an assignee in respect 
of a qualified assignment under 26 U.S.C. § 130 et seq. 

(4) If the preceding provisions of this subsection (k) are invalid or 
ineffective with respect to any person or claim for any reason, the amount 
payable by the association with respect to the related covered obligations 
shall be reduced by the amount realized by any other person with respect to 
the person or claim that is attributable to the policies or portion thereof 
covered by the association. 

(5) If the association has provided benefits with respect to a covered 
obligation and a person recovers amounts as to which the association has 
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rights as described in the preceding subdivisions of this subsection (k), the 

person shall pay to the association the portion of the recovery attributable to 

the policies or portion thereof covered by the association. 

(/) In addition to the rights and powers elsewhere in this part, the associa- 
tion may: 

(1) Enter into such contracts as are necessary or proper to carry out the 
provisions and purposes of this part; 

(2) Sue or be sued, including taking any legal actions necessary or proper 
to recover any unpaid assessments under § 56-12-208 and to settle claims or 
potential claims against it; 

(3) Borrow money to effect the purposes of this part; any notes or other 
evidence of indebtedness of the association not in default shall be legal 
investments for domestic insurers and may be carried as admitted assets; 

(4) Employ or retain such persons as are necessary or appropriate to 
handle the financial transactions of the association, and to perform such 
other functions as become necessary or proper under this part; 

(5) Take such legal action as may be necessary or appropriate to avoid or 
recover payment of improper claims; 

(6) Exercise, for the purposes of this part and to the extent approved by 
the commissioner, the powers of a domestic life or health insurer, but in no 
case may the association issue insurance policies or annuity contracts other 
than those issued to perform its obligations under this part; 

(7) Organize itself as a corporation or in other legal form permitted by the 
laws of the state; 

(8) Request information from a person seeking coverage from the associa- 
tion in order to aid the association in determining its obligations under this 
part with respect to the person, and the person shall promptly comply with 
the request; and 

(9) Take other necessary or appropriate action to discharge its duties and 
obligations under this part or to exercise its powers under this part. 

(m) The association may join an organization of one (1) or more other state 
associations of similar purposes, to further the purposes and administer the 
powers and duties of the association. 

(n) With respect to covered policies for which the association becomes 
obligated after an entry of an order of liquidation, the association may elect to 
succeed to the rights of the insolvent insurer arising after the order of 
liquidation under any contract of reinsurance to which the insolvent insurer 
was a party, to the extent that such contract provides coverage for losses 
occurring after the date of the order of liquidation or rehabilitation. As a 
condition to making this election, the association must pay all unpaid premi- 
ums due under the contract for coverage relating to periods before and after 
the date of the order of liquidation or rehabilitation. 

(o) The board of directors of the association shall have discretion and may 
exercise reasonable business judgment to determine the means by which the 
association is to provide the benefits of this part in an economical and efficient 
manner. 

(p) Where the association has arranged or offered to provide the benefits of 
this part to a covered person under a plan or arrangement that fulfills the 
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association’s obligations under this part, the person shall not be entitled to 
benefits from the association in addition to or other than those provided under 
the plan or arrangement. 

(q) Venue in a suit against the association arising under this part shall be in 
chancery court of Davidson County. The association shall not be required to 
give an appeal bond in an appeal that relates to a cause of action arising under 
this part. 

(r) In carrying out its duties in connection with guaranteeing, assuming or 
reinsuring policies or contracts under this section, the association may, subject 
to approval of the receivership court, issue substitute coverage for a policy or 
contract that provides an interest rate, crediting rate or similar factor 
determined by use of an index or other external reference stated in the policy 
or contract employed in calculating returns or changes in value by issuing an 
alternative policy or contract in accordance with the following provisions: 

(1) In lieu of the index or other external reference provided for in the 
original policy or contract, the alternative policy or contract provides for: 

(A) A fixed interest rate; 
(B) Payment of dividends with minimum guarantees; and 
(C) A different method for calculating interest or changes in value; 

(2) There is no requirement for evidence of insurability, waiting period or 
other exclusion that would not have applied under the replaced policy or 
contract; and 

(3) The alternative policy or contract is substantially similar to the 
replaced policy or contract in all other material terms. 


History. Collateral References. 
Acts 1988, ch. 1032, § 7; 2010, ch. 713, § 4. Validity, construction, and application of Uni- 
form Insurers Liquidation Act. 44 A.L.R.5th 


Section to Section References. 
This section is referred to in §§ 56-12-204, 
56-12-208, 56-12-209, 56-12-2138. 


683. 


56-12-208. Assessments. 


(a) For the purpose of providing the funds necessary to carry out the powers 
and duties of the association, the board of directors shall assess the member 
insurers, separately for each account, at such time and for such amounts as the 
board finds necessary. Assessments shall be due not less than thirty (30) days 
after prior written notice to the member insurers and shall accrue interest at 
ten percent (10%) per annum on and after the due date. 

(b) There shall be two (2) assessments, as follows: 

(1) Class A assessments shall be made for the purpose of meeting 
administrative and legal costs and other expenses and examinations con- 
ducted under the authority of § 56-12-211(e). Class A assessments may be 
made whether or not related to a particular impaired or insolvent insurer; 
and 

(2) Class B assessments shall be made to the extent necessary to carry out 
the powers and duties of the association pursuant to § 56-12-207 with 
regard to an impaired or an insolvent insurer. 

(c)(1) The amount of any Class A assessment shall be determined by the 

board and may be made on a pro rata or non-pro rata basis. If pro rata, the 
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board may provide that it be credited against future Class B assessments. A 
non-pro rata assessment shall not exceed one hundred fifty dollars ($150) 
per member insurer in any one (1) calendar year. The amount of any Class 
B assessment shall be allocated for assessment purposes among the accounts 
pursuant to an allocation formula that may be based on the premiums or 
reserves of the impaired or insolvent insurer or any other standard deemed 
by the board in its sole discretion as being fair and reasonable under the 
circumstances. 

(2) Class B assessments against member insurers for each account shall 
be in the proportion that the premiums received on business in this state by 
each assessed member insurer or policies or contracts covered by each 
account for the three (3) most recent calendar years for which information is 
available preceding the year in which the insurer became impaired or 
insolvent, as the case may be, bears to such premiums received on business 
in this state for such calendar years by all assessed member insurers. 

(3) Assessments for funds to meet the requirements of the association 
with respect to an impaired or insolvent insurer shall not be made until 
necessary to implement the purposes of this part. Classification of assess- 
ments by subsection (b) and computation of assessments by this subsection 
(c) shall be made with a reasonable degree of accuracy, recognizing that exact 
determinations may not always be possible. 

(d) The association may abate or defer, in whole or in part, the assessment 
of a member insurer if, in the opinion of the board, payment of the assessment 
would endanger the ability of the member insurer to fulfill its contractual 
obligations. In the event an assessment against a member insurer is abated, or 
deferred in whole or in part, the amount by which such assessment is abated 
or deferred may be assessed against the other member insurers in a manner 
consistent with the basis for assessments set forth in this section. 

(e)(1) The total of all assessments upon a member insurer for each account 
shall not in any one (1) calendar year exceed two percent (2%) of such 
insurer’s average premiums received in this state on the policies and 
contracts covered by the account during the three (3) calendar years 
preceding the year in which the insurer became an impaired or insolvent 
insurer. If the maximum assessment, together with the other assets of the 
association in any account, does not provide in any one (1) year in either 
account an amount sufficient to carry out the responsibilities of the associa- 
tion, the necessary additional funds shall be assessed as soon thereafter as 
permitted by this part. 

(2) The board may provide in the plan of operation a method of allocating 
funds among claims, whether relating to one (1) or more impaired or 
insolvent insurers, when the maximum assessment will be insufficient to 
cover anticipated claims. 

(f) The board may, by an equitable method as established in the plan of 
operation, refund to member insurers, in proportion to the contribution of each 
insurer to that account, the amount by which the assets of the account exceed 
the amount the board finds is necessary to carry out during the coming year 
the obligations of the association with regard to that account, including assets 
accruing from assignment, subrogation, net realized gains and income from 
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investment. A reasonable amount may be retained in any account to provide 
funds for the continuing expenses of the association and for future losses. 

(g) It is proper for any member insurer, in determining its premium rates 
and policy owner dividends as to any kind of insurance within the scope of this 
part, to consider the amount reasonably necessary to meet its assessment 
obligations under this part. 

(h) The association shall issue to each insurer paying an assessment under 
this part, other than Class A assessments, a certificate of contribution, in a 
form prescribed by the commissioner, for the amount of the assessment so paid. 
All outstanding certificates shall be of equal dignity and priority without 
reference to amounts or dates of issue. A certificate of contribution may be 
shown by the insurer in its financial statement as an asset in such form and for 
such amount, if any, and period of time as the commissioner may approve. 


History. Collateral References. 
Acts 1988, ch. 1032, § 8. Validity, construction, and application of Uni- 
form Insurers Liquidation Act. 44 A.L.R.5th 


Section to Section References. 
This section is referred to in §§ 56-12-204, 
56-12-207, 56-12-209, 56-12-212. 


683. 


56-12-209. Plan of operation. 


(a)(1) The association shall submit to the commissioner a plan of operation 
and any amendments thereto necessary or suitable to assure the fair, 
reasonable, and equitable administration of the association. The plan of 
operation and any amendments thereto shall become effective upon the 
commissioner’s written approval or within thirty (30) days if the commis- 
sioner has not disapproved it during such thirty-day period. 

(2) If an association fails to submit suitable amendments to the plan, the 
commissioner shall, after notice and hearing, adopt and promulgate such 
reasonable rules as are necessary or advisable to effectuate this part. Such 
rules shall continue in force until modified by the commissioner or super- 
seded by a plan submitted by the association and approved by the commis- 
sioner. 

(b) All member insurers shall comply with the plan of operation. 
(c) The plan of operation shall, in addition to requirements enumerated 
elsewhere in this part: 

(1) Establish procedures for handling the assets of the association; 

(2) Establish the amount and method of reimbursing members of the 
board of directors under § 56-12-206; 

(3) Establish regular places and times for meetings including telephone 
conference calls of the board of directors; 

(4) Establish procedures for records to be kept of all financial transactions 
of the association, its agents, and the board of directors; 

(5) Establish the procedures whereby selections for the board of directors 
will be made and submitted to the commissioner; 

(6) Establish any additional procedures for assessments pursuant to 
§ 56-12-208; and 

(7) Contain additional provisions necessary or proper for the execution of 
the powers and duties of the association. 
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(d) The plan of operation may provide that any or all powers and duties of 
the association, except those set forth in §§ 56-12-207(k)(3) and 56-12-208, are 
delegated to a corporation, association, or other organization that performs or 
will perform functions similar to those of this association, or its equivalent, in 
two (2) or more states. Such a corporation, association, or organization shall be 
reimbursed for any payments made on behalf of the association and shall be 
paid for its performance of any function of the association. A delegation under 
this subsection (d) shall take effect only with the approval of both the board of 
directors and the commissioner, and may be made only to a corporation, 
association, or organization that extends protection not substantially less 
favorable and effective than that provided by this part. 


History. Section to Section References. 
Acts 1988, ch. 1032, § 9. This section is referred to in § 56-12-205. 


56-12-210. Powers and duties of commissioner — Judicial review. 


(a) In addition to the duties and powers enumerated elsewhere in this part, 
the commissioner shall: 

(1) Upon request of the board of directors, provide the association with a 
statement of the premiums in this and any other appropriate states for each 
member insurer; 

(2) When an impairment is declared and the amount of the impairment is 
determined, serve a demand upon the impaired insurer to make good the 
impairment within a reasonable time; notice to the impaired insurer shall 
constitute notice to its shareholders, if any; the failure of the insurer to 
promptly comply with such demand shall not excuse the association from the 
performance of its powers and duties under this part; and 

(3) In any liquidation or rehabilitation proceeding involving a domestic 
insurer, be appointed as the liquidator or rehabilitator. 

(b) The commissioner may suspend or revoke, after notice and hearing, the 
certificate of authority to transact insurance in this state of any member 
insurer who fails to pay an assessment when due or fails to comply with the 
plan of operation. As an alternative, the commissioner may levy a forfeiture on 
any member insurer who fails to pay an assessment when due. Such forfeiture 
shall not exceed five percent (5%) of the unpaid assessment per month, but no 
forfeiture shall be less than one hundred dollars ($100) per month. 

(c) Any action of the board of directors or the association may be appealed to 
the commissioner by any member insurer, if such appeal is taken within sixty 
(60) days of the final action which is being appealed. If a member company is 
appealing an assessment, the amount assessed shall be paid to the association 
and be available to meet association obligations during the pendancy of an 
appeal. If the appeal on the assessment is upheld, the amount paid in error or 
excess shall be returned to the member company. Any final action or order of 
the commissioner shall be subject to judicial review in a court of competent 
jurisdiction. 

(d) The liquidator, rehabilitator or conservator of any impaired insurer may 
notify all interested persons of the effect of this part. 
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History. 
Acts 1988, ch. 1032, § 10. 


a 


56-12-211. Detection and prevention of insurer insolvencies and im- 
pairments. 


(a) To aid in the detection and prevention of insurer insolvencies or 
impairments, it shall be the duty of the commissioner to: 

(1) Notify the commissioner of insurance, or other appropriate official, of 
all the other states, territories of the United States and the District of 
Columbia, when the commissioner takes any of the following actions against 
a member insurer: 

(A) Revocation of license; 

(B) Suspension of license; or 

(C) Makes any formal order that such company restrict its premium 
writing, obtain additional contributions to surplus, withdraw from the 
state, reinsure all or any part of its business, or increase capital, surplus, 
or any other account for the security of policyholders or creditors. 

Such notice shall be mailed to all such commissioners or other appropriate 

officials within thirty (30) days following the action taken or the date on 

which such action occurs; 

(2) Report to the board of directors when the commissioner has taken any 
of the actions set forth in subdivision (a)(1), or has received a report from any 
other commissioner indicating that any such action has been taken in 
another state. Such report to the board of directors shall contain all 
significant details of the action taken or the report received from another 
commissioner or other appropriate official; | 

(3) Report to the board of directors when the commissioner has reasonable 
cause to believe from any examination, whether completed or in process, of 
any member company, that such company may be an impaired or insolvent 
insurer; and ci 

(4) Furnish to the board of directors of the National Association of 
Insurance Commissioners, insurance regulatory information system ratios 
and listings of companies not included in the ratios developed by the 
National Association of Insurance Commissioners. The board may then use 
the information contained therein in carrying out its duties and responsi- 
bilities under this section. Such report and the information contained in the 
report shall be kept confidential by the board of directors, until such time as 
made public by the commissioner or other lawful authority. 

(b) The commissioner may seek the advice and recommendations of the 
board of directors concerning any matter affecting the duties and responsibili- 
ties of the commissioner regarding the financial condition of member insurers 
and companies seeking admission to transact insurance business in this state. 

(c) The board of directors may, upon majority vote, make reports and 
recommendations to the commissioner upon any matter relative to the 
solvency, liquidation, rehabilitation or conservation of any member insurer or 
relative to the solvency of any company seeking to transact insurance business 
in this state. Such reports and recommendations shall not be considered public 
documents. 
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(d) It is the duty of the board of directors, upon majority vote, to notify the 
commissioner of any information indicating any member insurer may be an 
impaired or insolvent insurer. 

(e)(1) The board of directors may, upon majority vote, request that the 

commissioner order an examination of any member insurer that the board in 

good faith believes may be an impaired or insolvent insurer. Within thirty 

(30) days of the receipt of such request, the commissioner shall begin such 

examination. The examination may be conducted as a National Association 

of Insurance Commissioners examination or may be conducted by such 
persons as the commissioner designates. The cost of such examination shall 
be paid by the association and the examination report shall be treated as are 
other examination reports. In no event shall such examination report be 
released to the board of directors prior to its release to the public, but this 

shall not preclude the commissioner from complying with subsection (a). 

(2) The commissioner shall notify the board of directors when the exami- 
nation is completed. The request for an examination shall be kept on file by 
the commissioner, but it shall not be open to public inspection prior to the 
release of the examination report to the public. 

(f) The board of directors may, upon majority vote, make recommendations 
to the commissioner for the detection and prevention of insurer insolvencies. 

(g) The board of directors shall, at the conclusion of any insurer insolvency 
in which the association was obligated to pay covered claims, prepare a report 
to the commissioner containing such information as it may have in its 
possession relative to the history and causes of such insolvency. The board 
shall cooperate with the boards of directors of guaranty associations in other 
states in preparing a report on the history and causes of insolvency of a 
particular insurer, and may adopt by reference any report prepared by such 
other associations. 


History. Collateral References. 
Acts 1988, ch. 1032, § 11. Validity, construction, and application of Uni- 
form Insurers Liquidation Act. 44 A.L.R.5th 


Cross-References. 


Confidentiality of public records, § 10-7-504. ok 


Section to Section References. 
This section is referred to in § 56-12-208. 


56-12-212. Right of offset. 


(a)(1) A member insurer may offset against any premium, franchise, excise 
or income tax liability or liabilities to this state an assessment described in 
§ 56-12-208(h) to the extent of the lesser of: 

(A) Ten percent (10%) of the amount of such assessment for each of the 
ten (10) calendar years following the year in which such assessment was 
paid; or 

(B) One tenth of one percent (0.10%) of all premiums written in this 
state by the member insurer for each calendar year until recovery of the 
assessment or assessments is made. 

(2) In the event a member insurer ceases doing business in this state, all 
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uncredited assessments may be credited against any premium, franchise, 

excise, or income tax due for the year it ceases doing business. 

(b) A member insurer may transfer any offset right as described in this 
section to an affiliated member insurer. As used in this section: 

(1) “Affiliated member insurer” means an insurance company licensed or 
holding a certificate of authority to do business in this state that controls, is 
controlled by, or is under common control with, another member insurer; and 

(2) “Control” means holding, directly or indirectly, the ownership of, or 
power to vote, one hundred percent (100%) of the voting stock of another 
member insurer. 

(c) Any sums that are acquired by refund, pursuant to § 56-12-208(f), from 
the association by member insurers, and that have theretofore been offset 
against premium, franchise, excise, or income taxes as provided in subsection 
(a), shall be paid by such insurers to this state in such manner as the tax 
authorities may require. The association shall notify the commissioner that 
such refunds have been made. 


History. 
Acts 1988, ch. 1032, § 12. 


56-12-213. Liquidation, rehabilitation, and conservation proceedings. 


(a) Nothing in this part shall be construed to reduce the liability for unpaid 
assessments of the insureds of an impaired or insolvent insurer operating 
under a plan with assessment liability. 

(b) Records shall be kept of all negotiations and meetings in which the 
association or its representatives discuss the activities of the association in 
carrying out its powers and duties as created by § 56-12-207. Records of such 
negotiations or meetings shall be made public only upon the termination of a 
liquidation, rehabilitation, or conservation proceeding involving the impaired 
or insolvent insurer, upon the termination of the impairment or insolvency of 
the insurer, or upon the order of a court of competent jurisdiction. Nothing in 
this subsection (b) shall limit the duty of the association to render a report of 
its activities pursuant to § 56-12-214. 

(c) For the purpose of carrying out its obligations under this part, the 
association shall be deemed to be a creditor of the impaired or insolvent insurer 
to the extent of assets attributable to covered policies, reduced by any amounts 
to which the association is entitled as subrogee pursuant to § 56-12-207(k). 
Assets of the impaired or insolvent insurer attributable to covered policies 
shall be used to continue all covered policies and pay all contractual obligations 
of the impaired or insolvent insurer as required by this part. Assets attribut- 
able to covered policies, as used in this subsection (c), are that proportion of the 
assets that the reserves that should have been established for such policies 
bear to the reserves that should have been established for all policies of 
insurance written by the impaired or insolvent insurer. 

(d)(1) Prior to the termination of any liquidation, rehabilitation, or conser- 

vation proceeding, the court may take into consideration the contributions of 

the respective parties, including the association, the shareholders, and 
policyowners of the insolvent insurer, and any other party with a bona fide 
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interest, in making an equitable distribution of the ownership rights of such 
insolvent insurer. In such a determination, consideration shall be given to 
the welfare of the policyholders of the continuing or successor insurer. 

(2) No distribution to stockholders, if any, of an impaired or insolvent 
insurer shall be made until and unless the total amount of valid claims of the 
association with interest thereon for funds expended in carrying out its 
powers and duties as created by § 56-12-207 with respect to such insurer 
have been fully recovered by the association. | 
(e)(1) If an order for liquidation or rehabilitation of an insurer domiciled in 
this state has been entered, the receiver appointed under such order shall 
have a right to recover on behalf of the insurer, from any affiliate that 
controlled it, the amount of distributions, other than stock dividends paid by 
the insurer on its capital stock, made at any time during the five (5) years 
preceding the petition for liquidation or rehabilitation, subject to the 
limitations of subdivisions (e)(2)-(4). 

(2) No such distribution shall be recoverable, if the insurer shows that 
when paid the distribution was lawful and reasonable, and that the insurer 
did not know, and could not reasonably have known, that the distribution 
might adversely affect the ability of the insurer to fulfill its contractual 
obligations. 

(3) Any person who was an affiliate that controlled the insurer at the time 
the distributions were paid shall be liable up to the amount of distributions 
received. Any person who was an affiliate that controlled the insurer at the 
time the distributions were declared shall be liable up to the amount of 
distributions the person would have received if they had been paid immedi- 
ately. If two (2) or more persons are liable with respect to the same 
distributions, they shall be jointly and severally liable. 

(4) The maximum amount recoverable under this subsection (e) shall be 
the amount needed in excess of all other available assets of the insolvent 
insurer to pay the contractual obligations of the insolvent insurer. 

(5) If any person liable under subdivision (e)(3) is insolvent, all its 
affiliates that controlled it at the time the distribution was paid shall be 
jointly and severally liable for any resulting deficiency in the amount 
recovered from the insolvent affiliate. 


History. form Insurers Liquidation Act. 44 A.L.R.5th 
Acts 1988, ch. 1032, § 13. 683. 


Collateral References. 
Validity, construction, and application of Uni- 


56-12-214. Association subject to examination — Annual report. 


(a) The association shall be subject to examination and regulation by the 
commissioner. 

(b) The board of directors shall submit to the commissioner each year, not 
later than one hundred twenty (120) days after the association’s fiscal year, a 
financial report in a form approved by the commissioner and a report of its 
activities during the preceding fiscal year. 
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History. Section to Section References. 
Acts 1988, ch. 1032, § 14. This section is referred to in § 56-12-213. 


56-12-215. Tax and fee exemption. 


The association shall be exempt from payment of all fees and all taxes levied 
by this state or any of its subdivisions, except taxes levied on real property. 


History. 
Acts 1988, ch. 1032, § 15. 


56-12-216. Immunity from liability. 


(a) There shall be no liability on the part of, and no cause of action of any 
nature shall arise against, any member insurer or its agents or employees, the 
association or its agents or employees, members of the board of directors, or the 
commissioner or the commissioner’s representatives, for any action or omis- 
sion by them in the performance of their powers and duties under this part. 

(b) This immunity shall extend to the participation in any organization of 
one (1) or more other state associations of similar purposes and to any such 
organization and its agents or employees. 


History. 
Acts 1988, ch. 1032, § 16. 


56-12-217. Stay of proceedings — Default judgments. 


(a) All proceedings in which the insolvent insurer is a party in any court in 
this state shall be stayed sixty (60) days from the date an order of liquidation, 
rehabilitation, or conservation is final to permit proper legal action by the 
association on any matters relative to its powers or duties. 

(b) As to judgment under any decision, order, verdict, or finding based on 
default, the association may apply to have the judgment set aside by the same 
court that entered the judgment and shall be permitted to defend against the 
suit on the merits. 


History. Validity, construction, and application of Uni- 
Acts 1988, ch. 1032, § 17. form Insurers Liquidation Act. 44 A.L.R.5th 

Collateral References. es 

56-12-218. Sales promotions listing association prohibited — Dis- 


claimer notice. 


(a) No person, including an insurer, agent or affiliate of an insurer, shall 
make, publish, disseminate, circulate, or place before the public, or cause, 
directly or indirectly, to be made, published, disseminated, circulated or placed 
before the public, in any newspaper, magazine or other publication, or in the 
form of a notice, circular, pamphlet, letter or poster, or over any radio station 
or television station, or in any other way, any advertisement, announcement or 
statement, written or oral, which uses the existence of the association for the 
purpose of sales solicitation, or inducement to purchase any form of insurance 
covered by this part. 


151 INSURANCE GUARANTY ASSOCIATIONS 56-12-219 


(b) The association shall prepare a summary document describing the 
general purposes and current limitations of this part and complying with 
subsection (c). This document shall be submitted to the commissioner for 
approval. Sixty (60) days after receiving the approval, no insurer may deliver 
a policy or contract described in § 56-12-204(b)(1) to a policy or contract holder, 
unless the document is delivered to the policy or contract holder prior to or at 
the time of delivery of the policy or contract, except if subsection (d) applies. 
The document shall also be available upon request by a policyholder. The 
distribution, delivery, or contents or interpretation of this document shall not 
mean that either the policy or the contract or the holder thereof would be 
covered in the event of the impairment or insolvency of a member insurer. The 
description document shall be revised by the association as amendments to 
this part may require. Failure to receive this document does not give the 
policyholder, contract holder, certificate holder, or insured any greater rights 
than those stated in this part. 

(c) The document prepared pursuant to subsection (b) shall contain a clear 
and conspicuous disclaimer on its face. The commissioner shall promulgate a 
rule establishing the form and content of the disclaimer. The disclaimer shall: 

(1) State the name and address of the life and health insurance guaranty 
association and the department of commerce and insurance; 

(2) Prominently warn the policy or contract holder that the life and health 
insurance guaranty association may not cover the policy or, if coverage is 
available, it will be subject to substantial limitations and exclusions and will 
be conditioned on continued residence in the state; 

(3) State that the insurer and its agents are prohibited by law from using 
the existence of the life and health insurance guaranty association for the 
purpose of sales, solicitation or inducement to purchase any form of 
insurance; 

(4) Emphasize that the policy or contract holder should not rely on 
coverage under the life and health insurance guaranty association when 
selecting an insurer; and 

(5) Provide other information as directed by the commissioner. 

(d) No insurer or agent may deliver a policy or contract described in 
§ 56-12-204(b)(1) and excluded by § 56-12-204(b)(2)(A) from coverage under 
this part unless the insurer or agent, prior to or at the time of delivery, gives 
the policy or contract holder a separate written notice that clearly and 
conspicuously discloses that the policy or contract is not covered by the life and 
health insurance guaranty association. The commissioner shall by rule specify 
the form and content of the notice. 

(e) This section does not apply to the association or any other entity that 
does not sell or solicit insurance. 


History. 
Acts 1988, ch. 1032, § 18. 


56-12-219. Insurers not covered. 


This part does not apply to any insurer that is insolvent or unable to fulfill 
its contractual obligations on July 1, 1989. 
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History. 
Acts 1988, ch. 1032, § 21. 


56-12-220. Rules and regulations. 


(a) The commissioner is authorized to promulgate rules and regulations to 
effectuate the purposes of this part. 

(b) All such rules and regulations shall be promulgated in accordance with 
the Uniform Administrative Procedures Act, compiled in title 4, chapter 5. 


History. 


Acts 1988, ch. 1032, § 19. 
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PART 1 
GENERAL PROVISIONS 


56-13-101. Short title — Purpose. 


(a) This chapter shall be known and may be cited as the “Revised Tennessee 
Captive Insurance Act.” 

(b) The purpose of this chapter is to establish the procedures for the 
organization and regulation of the operations of captive insurance companies 
within this state and thereby promote the general welfare of the people of this 


state. 


History. 


Acts 2011, ch. 468, § 1. 


Compiler’s Notes. 
Former chapter 13, §§ 56-13-101 — 56-13- 
133 (Acts 1978, ch. 616, §§ 1-30; 1979, ch. 147, 


Acts 1987, ch. 298, §§ 1, 3; 1989, ch. 266, 
§§ 1-8; Acts 1989, ch. 591, §§ 1-6; Acts 1992, 
ch. 790, § 1; Acts 2005, ch. 499, § 25; 2010, ch. 
848, § 2), concerning the Tennessee Captive 
Insurance Company Act, was repealed by Acts 
2011, ch. 468, § 1, effective September 1, 2011. 


8§ 1-6; T.C.A., §§ 56-4501 — 56-4529; Acts 


1981, ch. 299, §§ 1-15; 1982, ch. 645, §§ 1-3; 
1982, ch. 706, §§ 2, 3; Acts 1983, ch. 85, § 2; 
Acts 1983, ch. 246, § 1; 1986, ch. 723, §§ 1-7; 


Section to Section References. 
This chapter is referred to in §§ 56-3-116, 
56-5-113. 


56-13-102. Chapter definitions. 


As used in this chapter, unless the context requires otherwise: 
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(1) “Affiliated company” means any company in the same corporate 
system as a parent, an industrial insured, or a member organization by 
virtue of common ownership, control, operation, or management; 

(2) “Alien” means a company formed according to the legal requirements 
of a foreign country; 

(3) “Association” means any legal association of individuals, corporations, 
limited liability companies, partnerships, associations, or other entities, 
whereby: 

(A) The member organizations of such or the association itself, whether 
or not in conjunction with some or all of the member organizations: 

(i) Own, control, or hold with power to vote all of the outstanding 
voting securities of an association captive insurance company incorpo- 
rated as a stock insurer; 

(ii) Have complete voting control over an association captive insur- 
ance company incorporated as a mutual insurer; 

(iii) Constitute all of the subscribers of an association captive insur- 
ance company formed as a reciprocal insurer; or 

(iv) Have complete voting control over an association captive insur- 
ance company formed as a limited liability company; or 
(B) Each member organization of the association is either: 

(i) A not-for-profit corporation, nonprofit association, or similar non- 
profit organization; 

(ii) An entity or organization exempt from taxation under § 501(c) of 
the Internal Revenue Code (26 U.S.C. § 501(c)); or 

(iii) A municipality, metropolitan government, county, authority, util- 
ity district or other public body generally classified as a governmental 
body or governmental entity, whether organized by private act or public 
act of the general assembly, or any agency, board, or commission of any 
municipality, metropolitan government, county, authority, utility dis- 
trict or other public body generally classified as a governmental body or 
governmental entity. This subdivision (3)(B)(iii) shall be liberally 
construed; 

(4) “Association captive insurance company” means any company that 
insures risks of the member organizations of an association, and that also 
may insure the risks of affiliated companies of the member organizations 
and the risks of the association itself; 

(5) “Captive insurance company” means any pure captive insurance 
company, association captive insurance company, industrial insured captive 
insurance company, risk retention group, protected cell captive insurance 
company, incorporated cell captive insurance company, or special purpose 
financial captive insurance company formed or licensed under this chapter; 

(6) “Commissioner” means the commissioner of the department, or the 
commissioner’s designee; 

(7) “Controlled unaffiliated business” means any person: 

(A) That is not in the corporate system of a parent and its affliated 
companies in the case of a pure captive insurance company, or that is not 
in the corporate system of an industrial insured and its affiliated compa- 
nies in the case of an industrial insured captive insurance company; 
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(B) That has an existing contractual relationship with a parent or one 
(1) of its affiliated companies in the case of a pure captive insurance 
company, or with an industrial insured or one (1) of its affiliated companies 
in the case of an industrial insured captive insurance company; and 

(C) Whose risks are managed by a pure captive insurance company or 
an industrial insured captive insurance company, as applicable, in accor- 
dance with § 56-13-117; 

(8) “Department” means the department of commerce and insurance; 

(9) “Excess workers’ compensation insurance” or “excess accident and 
health insurance” means, in the case of an employer that has insured or 
self-insured its workers’ compensation or accident and health insurance 
risks in accordance with applicable state or federal law, insurance in excess 
of a specified per incident or aggregate limit established by the 
commissioner; 

(10) “Incorporated cell” means a protected cell of an incorporated cell 
captive insurance company that is organized as a corporation or other legal 
entity separate from the incorporated cell captive insurance company; 

(11) “Incorporated cell captive insurance company” means a protected cell 
captive insurance company that is established as a corporation or other legal 
entity separate from its incorporated cells that are also organized as 
separate legal entities; 

(12) “Industrial insured” means an insured: 

(A) Who procures the insurance of any risk or risks by use of the 
services of a full-time employee acting as an insurance manager or buyer; 

(B) Whose aggregate annual premiums for insurance on all risks total 
at least twenty-five thousand dollars ($25,000); and 

(C) Who has at least twenty-five (25) full-time employees; 

(13) “Industrial insured captive insurance company” means any company 
that insures risks of the industrial insureds that comprise the industrial 
insured group, and that may insure the risks of the affiliated companies of 
the industrial insureds and the risks of the controlled unaffiliated business 
of an industrial insured or its affiliated companies; 

(14) “Industrial insured group” means any group of industrial insureds 
that collectively: 

(A) Own, control, or hold with power to vote all of the outstanding 
voting securities of an industrial insured captive insurance company 
incorporated as a stock insurer; 

(B) Have complete voting control over an industrial insured captive 
insurance company incorporated as a mutual insurer; 

(C) Constitute all of the subscribers of an industrial insured captive 
insurance company formed as a reciprocal insurer; or 

(D) Have complete voting control over an industrial insured captive 
insurance company formed as a limited liability company; 

(15) “Member organization” means any individual, corporation, limited 
liability company, partnership, association, or other entity that belongs to an 
association; 

(16) “Mutual corporation” means a corporation organized without stock- 
holders and includes a nonprofit corporation with members; 
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(17) “Mutual insurer” means a company owned by its policyholders where 
no stock is available for purchase on the stock exchanges; _ 

(18) “Organizational documents” means the documents that must be 
submitted pursuant to title 48 and title 61 in order to legally form a business 
in this state or to obtain a certificate of authority to transact business in this 
state; 

(19) “Parent” means an individual, corporation, limited liability company, 
partnership, association, or other entity, or individual that directly or 
indirectly owns, controls, or holds with power to vote more than fifty percent 
(50%) of the outstanding voting: 

(A) Securities of a pure captive insurance company organized as a stock 
corporation; 

(B) Membership interests of a pure captive insurance company orga- 
nized as a nonprofit corporation; or 

(C) Membership interests of a pure captive insurance company orga- 
nized as a limited liability company; 

(20) “Pure captive insurance company” means any company that insures 
risks of its parent and affiliated companies or a controlled unaffiliated 
business or businesses; and 

(21) “Risk retention group” means a captive insurance company organized 
under the laws of this state pursuant to the Liability Risk Retention Act of 
1986, as amended, (15 U.S.C. § 3901 et seq.), as a stock or mutual 
corporation, a reciprocal or other limited liability entity. Risk retention 
groups formed under this chapter are subject to all applicable insurance 
laws including, but not limited to any applicable provisions in chapters 1, 2, 
5, 6, 11, and 45 of this title. 


History. 
Acts 2011, ch. 468, § 1. 


Compiler’s Notes. 

Former chapter 13, §§ 56-13-101 — 56-13- 
133 (Acts 1978, ch. 616, §§ 1-30; 1979, ch. 147, 
§§ 1-6; T.C.A., 8§ 56-4501 — 56-4529; Acts 
1981, ch. 299, §§ 1-15; 1982, ch. 645, §§ 1-3; 
1982, ch. 706, §§ 2, 3; Acts 1983, ch. 85, § 2; 
Acts 1983, ch. 246, § 1; 1986, ch. 723, §§ 1-7; 


Acts 1987, ch. 298, §§ 1, 3; 1989, ch. 266, 
§§ 1-8; Acts 1989, ch. 591, §§ 1-6; Acts 1992, 
ch. 790, § 1; Acts 2005, ch. 499, § 25; 2010, ch. 
848, § 2), concerning the Tennessee Captive 
Insurance Company Act, was repealed by Acts 
2011, ch. 468, § 1, effective September 1, 2011. 


Section to Section References. 
This section is referred to in §§ 50-6-701, 
56-13-103, 56-13-111, 56-7-2203, 67-5-1209. 


56-13-103. Application for license — Restrictions — Requirements — 


Fees. 


(a) Any captive insurance company, when permitted by its organizational 
documents, may apply to the commissioner for a license to do any and all 
insurance comprised in §§ 56-2-201(2) and (4)-(7), 56-2-202, 56-2-203, and 


56-2-204; provided, however, that: 


(1) No pure captive insurance company shall insure any risks other than 
those of its parent and affiliated companies or a controlled unaffiliated 


business or businesses; 


(2) No association captive insurance company shall insure any risks other 
than those of its association, those of the member organizations of its 
association, and those of a member organization’s affiliated companies; 

(3) No industrial insured captive insurance company shall insure any 


157 REVISED TENNESSEE CAPTIVE INSURANCE ACT 56-13-103 


risks other than those of the industrial insureds that comprise the industrial 
insured group, those of their affiliated companies, and those of the controlled 
unaffiliated business of an industrial insured or its affiliated companies; 

(4) No risk retention group shall insure any risks other than those of its 
members and owners; 

(5) No captive insurance company shall provide personal motor vehicle or 
homeowner’s insurance coverage or any component thereof; 

(6) No captive insurance company shall accept or cede reinsurance except 
as provided in §§ 56-13-112 and 56-13-412; 

(7) Any captive insurance company may provide excess or stop-loss 
accident and health insurance, unless prohibited by federal law or the laws 
of the state having jurisdiction over the transaction; 

(8) Except as provided in subdivision (a)(9), a captive insurance company 
may only issue policies of workers’ compensation insurance to an insured or 
an affiliate who otherwise qualifies and maintains its qualifications as a 
self-insured under title 50, chapter 6; provided, that a captive insurance 
company may provide excess or stop-loss workers’ compensation coverage for 
those insureds not qualifying as self-insureds. The commissioner has the 
discretion to waive the requirements of this subdivision (a)(8) and the 
self-insurance requirements of § 50-6-405(b) and (c), according to guidelines 
established through the promulgation of rules or regulations; and 

(9) Any association captive insurance company of an association that is 
described in § 56-13-102(3)(B) or mutual captive insurance company whose 
member organizations or insureds are the type member organizations 
described in § 56-13-102(3)(B) may issue policies of workers’ compensation, 
directors’ and officers’ liability, and public officials’ liability insurance and 
reinsurance in addition to the insurance and reinsurance otherwise permit- 
ted to be made under this section. 

(b) Except as provided in subsection (f), no captive insurance company shall 
transact any insurance business in this state unless: 

(1) It first obtains from the commissioner a license authorizing it to do 
insurance business in this state; 

(2) Its board of directors or committee of members or managers or, in the 
case of a reciprocal insurer, its subscribers’ advisory committee holds at least 
one (1) meeting each year in this state; 

(3) It maintains its principal place of business in this state; and 

(4) It appoints a registered agent to accept service of process and to 
otherwise act on its behalf in this state; provided, that whenever such 
registered agent cannot with reasonable diligence be found at the registered 
office of the captive insurance company, the commissioner shall be an agent 
of such captive insurance company upon whom any process, notice, or 
demand may be served. 

(c)(1) In order to receive a license to issue policies of insurance as a captive 
insurance company in this state, an applicant business entity shall meet the 
requirements of this subdivision (c)(1). 
(A) The applicant business entity shall submit its organizational docu- 
ments to the commissioner. If the commissioner approves the organiza- 
tional documents, then the commissioner shall issue a letter to the 
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applicant certifying the commissioner’s approval. The applicant business 
entity shall submit the organizational documents, along with a copy of the 
approval letter issued by the commissioner, and the required filing fees for 
organizational documents prescribed in title 48 and title 61 to the 
secretary of state for filing. Upon filing the organizational documents, the 
secretary of state shall issue an acknowledgment letter to the applicant. 
The applicant business entity shall submit a copy of the acknowledgment 
letter relative to the applicant’s organizational documents issued by the 
secretary of state to the commissioner. 

(B) The applicant business entity shall also file with the commissioner 
evidence of the following: 

(i) The amount and liquidity of its assets relative to the risks to be 
assumed; 

(ii) The adequacy of the expertise, experience, and character of the 
person or persons who will manage it; 

(iii) The overall soundness of its plan of operation; 

(iv) The adequacy of the loss prevention programs of its insureds; and 

(v) Such other factors deemed relevant by the commissioner in 
ascertaining whether the applicant business entity will be able to meet 
its policy obligations. 

(C) No less than the amount required by § 56-13-105 shall be paid in by 
the applicant business entity and deposited with the commissioner. In the 
alternative, an irrevocable letter of credit in that amount and acceptable 
to the commissioner shall be filed with the commissioner. 

(D) Upon compliance with subdivision (c)(1)(C), the applicant business 
entity shall be certified as compliant with this chapter through examina- 
tion by the commissioner. The department shall be reimbursed for the cost 
of the examination in accordance with § 56-1-413. 

(E) The applicant business entity shall submit to the commissioner for 

approval a description of the coverages, deductibles, coverage limits, and 
rates, together with such additional information as the commissioner may 
reasonably require. 
(2)(A) Whenever a captive insurance company desires to amend the 
organizational documents submitted pursuant to subdivision (c)(1)(A), the 
company shall submit the amended organizational documents to the 
commissioner. If the commissioner approves the amendment, then the 
commissioner shall issue a letter to the applicant certifying the commis- 
sioner’s approval. The applicant business entity shall submit the organi- 
zational documents, along with a copy of the approval letter issued by the 
commissioner, and the required filing fees for organizational documents 
prescribed in title 48 and title 61 to the secretary of state for filing. Upon 
filing the organizational documents, the secretary of state shall issue an 
acknowledgment letter to the applicant. The applicant shall submit a copy 
of the acknowledgment letter relative to the applicant’s organizational 
documents issued by the secretary of state to the commissioner. 

(B) If a captive insurance company makes any subsequent material 
change to any item in the description submitted pursuant to subdivision 
(c)(1)(E), then the company shall submit an appropriate revision to the 
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commissioner for approval and shall not offer any additional kinds of 

insurance until a revision of such description is approved by the commis- 

sioner. The captive insurance company shall inform the commissioner of 
any material change in rates within thirty (30) days of the adoption of such 
change. 

(3) Information submitted pursuant to this subsection (c) shall be and 
remain confidential, and shall not be made public by the commissioner 
without the written consent of the captive insurance company, except that: 

(A) Such information may be discoverable by a party in a civil action or 
contested case to which the captive insurance company that submitted 
such information is a party, upon a showing by the party seeking to 
discover such information that: 

Gi) The information sought is relevant to and necessary for the 
furtherance of such action or case; 

Gi) The information sought is unavailable from other non-confiden- 
tial sources; and 

(iii) A subpoena issued by a judicial or administrative officer of 
competent jurisdiction has been submitted to the commissioner; pro- 
vided, however, that this subdivision (c)(3) shall not apply to any risk 
retention group; and 

(B) The commissioner shall have the discretion to disclose such infor- 
mation to a public officer having jurisdiction over the regulation of 
insurance in another state; provided, that: 

(i) Such public official shall agree in writing to maintain the confi- 
dentiality of such information; and 

(ii) The laws of the state in which such public official serves require 
such information to be and to remain confidential. 

(d) Each captive insurance company shall make payments to the commis- 
sioner in accordance with the fee schedule established in chapter 4, part 1 of 
this title. The commissioner is authorized to retain legal, financial, and 
examination services from outside the department, the reasonable costs of 
which may be charged against the applicant. Sections 56-1-401 — 56-1-420 
shall apply to examinations, investigations, and processing conducted under 
the authority of this section. 

(e) If the commissioner is satisfied that the documents and statements filed 
by an applicant captive insurance company comply with this chapter, then the 
commissioner may grant a license authorizing it to do insurance business in 
this state. 

(f) Any captive insurance company licensed and in good standing on 
September 1, 2011, which was licensed under the former “Tennessee Captive 
Insurance Act of 1978”, shall not be required to obtain a new license as 
required in this section; provided, that any such captive insurance company is 
subject to the remainder of this chapter. 


History. §§ 1-6; T.C.A., §§ 56-4501 — 56-4529; Acts 
Acts 2011, ch. 468, § 1; 2015, ch. 156, §§ 2,3. 1981, ch. 299, §§ 1-15; 1982, ch. 645, §§ 1-3; 
1982, ch. 706, §§ 2, 3; Acts 1983, ch. 85, § 2; 

Compiler’s Notes. Acts 1983, ch. 246, § 1; 1986, ch. 723, 8§ 1-7; 
Former chapter 13, §§ 56-13-101 — 56-13- Acts 1987, ch. 298, §§ 1, 3; 1989, ch. 266, 
133 (Acts 1978, ch. 616, §§ 1-30; 1979, ch. 147, §§ 1-8; Acts 1989, ch. 591, §§ 1-6; Acts 1992, 
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Section to Section References. 
This section is referred to in 8§ 56-13-108, 
56-13-123, 56-13-203, 56-13-404: 


ch. 790, § 1; Acts 2005, ch. 499, § 25; 2010, ch. 
848, § 2), concerning the Tennessee Captive 
Insurance Company Act, was repealed by Acts 
2011, ch. 468, § 1, effective September 1, 2011. 


56-13-104. Names of companies. 


No captive insurance company shall adopt a name that is the same, 
deceptively similar, or likely to be confused with or mistaken for any other 
existing business name registered in this state, nor any name likely to mislead 
the public. Any name adopted by a captive insurance company shall comply 


with the requirements of titles 48 and 61. 


History. 
Acts 2011, ch. 468, § 1. 


Compiler’s Notes. 

Former chapter 13, §§ 56-13-101 — 56-13- 
133 (Acts 1978, ch. 616, §§ 1-30; 1979, ch. 147, 
§§ 1-6; T.C.A., §§ 56-4501 — 56-4529; Acts 
1981, ch. 299, §§ 1-15; 1982, ch. 645, §§ 1-3; 


1982, ch. 706, §§ 2, 3; Acts 1983, ch. 85, § 2; 
Acts 1983, ch. 246, § 1; 1986, ch. 723, 8§ 1-7; 
Acts 1987, ch. 298, §§ 1, 3; 1989, ch. 266, 
§§ 1-8; Acts 1989, ch. 591, §§ 1-6; Acts 1992, 
ch. 790, § 1; Acts 2005, ch. 499, § 25; 2010, ch. 
848, § 2), concerning the Tennessee Captive 
Insurance Company Act, was repealed by Acts 
2011, ch. 468, § 1, effective September 1, 2011. 


56-13-105. Capital and surplus requirements. 


(a) No captive insurance company shall be issued a license unless it 
possesses and maintains unimpaired paid-in capital and surplus of: 

(1) In the case of a pure captive insurance company, not less than two 
hundred fifty thousand dollars ($250,000); 

(2) In the case of an association captive insurance company, not less than 
five hundred thousand dollars ($500,000); 

(3) In the case of an industrial insured captive insurance company, not 
less than five hundred thousand dollars ($500,000); 

(4) In the case of a risk retention group, not less than one million dollars 


($1,000,000); and 


(5) In the case of a protected cell captive insurance company, not less than 

two hundred fifty thousand dollars ($250,000). 

(b) The commissioner may prescribe additional capital and surplus based 
upon the type, volume, and nature of insurance business to be transacted. 

(c) Capital and surplus shall be in the form of cash, or cash equivalent, or an 
irrevocable letter of credit issued by a bank approved by the commissioner. 

(d) Except as otherwise provided in this chapter, chapter 9 of this title shall 
apply to captive insurance companies formed under this chapter. 


History. 
Acts 2011, ch. 468, § 1; 2013, ch. 139, § 1; 
2015, ch. 156, § 4. 


Compiler’s Notes. 

Former chapter 13, §§ 56-13-101 — 56-13- 
133 (Acts 1978, ch. 616, §§ 1-30; 1979, ch. 147, 
§§ 1-6; T.C.A., §8§ 56-4501 — 56-4529; Acts 
1981, ch. 299, §§ 1-15; 1982, ch. 645, §§ 1-3; 
1982, ch. 706, §§ 2, 3; Acts 19838, ch. 85, § 2; 
Acts 1983, ch. 246, § 1; 1986, ch. 723, §§ 1-7; 


Acts 1987, ch. 298, §§ 1, 3; 1989, ch. 266, 
§§ 1-8; Acts 1989, ch. 591, §§ 1-6; Acts 1992, 
ch. 790, § 1; Acts 2005, ch. 499, § 25; 2010, ch. 
848, § 2), concerning the Tennessee Captive 
Insurance Company Act, was repealed by Acts 
2011, ch. 468, § 1, effective September 1, 2011. 


Section to Section References. 
This section is referred to in §§ 56-13-103, 
56-13-110, 56-13-111, 56-13-3038. 
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56-13-106. Restrictions on dividends on or distributions from capital 
or surplus. 


No captive insurance company shall pay a dividend out of, or other 
distribution with respect to, capital or surplus without the prior approval of 
the commissioner. Approval of an ongoing plan for the payment of dividends or 
other distributions shall be conditioned upon the retention, at the time of each 
payment, of capital or surplus in excess of amounts specified by, or determined 
in accordance with formulas approved by the commissioner. A captive insur- 
ance company may otherwise make such distributions as are in conformity 
with its purposes and approved by the commissioner. 


History. 1982, ch. 706, §§ 2, 3; Acts 1983, ch. 85, § 2; 
Acts 2011, ch. 468, § 1. Acts 1983, ch. 246, § 1; 1986, ch. 723, §§ 1-7; 

: Acts 1987, ch. 298, §§ 1, 3; 1989, ch. 266, 
Compiler’s Notes. §§ 1-8: Acts 1989, ch. 591, §§ 1-6; Acts 1992, 


Former chapter 13, §§ 56-13-101 — 56-13- ch. 790, § 1; Acts 2005, ch. 499, § 25; 2010, ch. 
133 (Acts 1978, ch. 616, §§ 1-30; 1979, ch. 147, 848, § 2), concerning the Tennessee Captive 
8§ 1-6; T.C.A., §§ 56-4501 — 56-4529; Acts Insurance Company Act, was repealed by Acts 
1981, ch. 299, §§ 1-15; 1982, ch. 645, §§ 1-3; 2011, ch. 468, § 1, effective September 1, 2011. 


56-13-107. Organization of captive insurance company. 


(a) A pure captive insurance company may be incorporated as a stock 
insurer with its capital divided into shares and held by the stockholders, as a 
nonprofit corporation with one (1) or more members, or as a limited liability 
company. 

(b) An association captive insurance company, an industrial insured captive 
insurance company, or a risk retention group may be: 

(1) Incorporated as a stock insurer with its capital divided into shares and 
held by the stockholders; 

(2) Incorporated as a mutual corporation; 

(3) Organized as a reciprocal insurer in accordance with chapter 16 of this 
title; or 

(4) Organized as a limited liability company. 

(c) A captive insurance company incorporated or organized in this state 
shall have not less than three (3) incorporators or three (3) organizers of whom 
not less than one (1) shall be a resident of this state. 

(d) The capital stock of a captive insurance company incorporated as a stock 
insurer may be authorized with no par value. 

(e) In the case of a captive insurance company formed as a: 

(1) Corporation, at least one (1) of the members of the board of directors 
shall be a resident of this state; 

(2) Reciprocal insurer, at least one (1) of the members of the subscribers’ 
advisory committee shall be a resident of this state; and 

(3) Limited liability company, at least one (1) of the members or managers 
shall be a resident of this state. 

(f) Captive insurance companies formed as corporations, limited liability 
companies or as nonprofit corporations under this chapter shall have the 
privileges provided in and be subject to title 48 and this chapter, as applicable; 
provided, that this chapter shall control in the event of a conflict. Captive 
insurance companies formed as partnerships under this chapter shall have the 
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privileges provided in and be subject to title 61 and this chapter, as applicable; 
provided, that this chapter shall control in the event of a conflict. 

(g) Mergers, consolidations, conversions, mutualizations, acquisitions, redo- 
mestications, or other similar transactions of captive insurance companies 
shall be subject to the same provisions of this title applicable to traditional 
insurance companies, except that: 

(1) The commissioner may, upon request of an insurer party to a merger 
authorized under this subsection (g), waive such applicable requirements; 

(2) The commissioner may waive or modify the requirements for public 
notice and hearing in accordance with rules which the commissioner may 
adopt addressing categories of transactions. If a notice of public hearing is 
required, but no one requests a hearing ten (10) days before the day set for 
the hearing, then the commissioner may cancel the hearing; and 

(3) An alien insurer may be a party to a merger authorized under this 
subsection (g); provided, that the requirements for a merger between a 
captive insurance company and a foreign insurer under this title shall apply 
to a merger between a captive insurance company and an alien insurer 
under this subsection (g). For the purposes of this subdivision (g)(3), an alien 
insurer shall be treated as a foreign insurer under this title and the 
jurisdiction of the alien shall be the equivalent of a state. 

(h) Captive insurance companies formed as reciprocal insurers under this 
chapter shall have the privileges provided in and be subject to chapter 16 of 
this title in addition to this chapter; provided, that this chapter shall control in 
the event of a conflict. To the extent a reciprocal insurer is made subject to 
other provisions of this title pursuant to chapter 16, such provisions shall not 
be applicable to a reciprocal insurer formed under this chapter unless such 
provisions are expressly made applicable to captive insurance companies 
under this chapter. 

(i) The articles of incorporation or bylaws of a captive insurance company 
formed as a corporation may authorize a quorum of its board of directors to 
consist of no fewer than one-third (14) of the fixed or prescribed number of 
directors. 

(j) The subscribers’ agreement or other organizing document of a captive 
insurance company formed as a reciprocal insurer may authorize a quorum of 
its subscribers’ advisory committee to consist of no fewer than one-third (¥) of 
the number of its members. 

(k) With the commissioner’s approval, a captive insurance company orga- 
nized as a stock insurer may convert to a nonprofit corporation with one (1) or 
more members by filing with the secretary of state an election for such 
conversion; provided, that: 

(1) The election shall certify that, at the time of the company’s original 
organization and at all times thereafter, the company has conducted its 
business in a manner not inconsistent with a nonprofit purpose as permitted 
by title 48, chapter 53; and 

(2) At the time of the filing of its election, the company shall file with both 
the commissioner and the secretary of state amended and restated articles of 
incorporation consistent with this chapter and with title 48, duly authorized 
by the corporation. 
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(l) Title 48, chapter 61 shall not apply to a captive insurance company that 
is a nonprofit corporation in the case of any merger in which a captive 
insurance company merges with and into a captive insurance company 
organized as a nonprofit corporation under title 48 where the latter is the 
surviving corporation. 

(m) In the case of a captive insurance company formed as a limited liability 
company, a reciprocal insurance company or mutual insurance company, any 
proxy executed by the members, subscribers, and policyholders of each shall be 


valid if executed and transmitted in compliance with title 48. 


History. 
Acts 2011, ch. 468, § 1; 2015, ch. 156, §§ 5,6. 


Compiler’s Notes. 

Former chapter 13, §§ 56-13-101 — 56-13- 
133 (Acts 1978, ch. 616, §§ 1-30; 1979, ch. 147, 
§§ 1-6; T.C.A., §§ 56-4501 — 56-4529; Acts 
1981, ch. 299, §§ 1-15; 1982, ch. 645, §§ 1-3; 


1982, ch. 706, §§ 2, 3; Acts 1983, ch. 85, § 2; 
Acts 19838, ch. 246, § 1; 1986, ch. 723, §§ 1-7; 
Acts 1987, ch. 298, §§ 1, 3; 1989, ch. 266, 
8§ 1-8; Acts 1989, ch. 591, §§ 1-6; Acts 1992, 
ch. 790, § 1; Acts 2005, ch. 499, § 25; 2010, ch. 
848, § 2), concerning the Tennessee Captive 
Insurance Company Act, was repealed by Acts 
2011, ch. 468, § 1, effective September 1, 2011. 


56-13-108. Annual reports. 


(a) No captive insurance companies shall be required to make any annual 
report except as provided in this chapter and as required by title 48 and title 
61. 

(b) Prior to March 15 of each year, each captive insurance company shall 
submit to the commissioner a report of its financial condition, verified by oath 
of two (2) of its executive officers; provided, however, that a captive insurance 
company organized as a risk retention group shall instead submit to the 
commissioner a report of its financial condition prior to March 1 of each year, 
verified by oath of two (2) of its executive officers. Each captive insurance 
company, including risk retention groups organized under this chapter, shall 
report using generally accepted accounting principles, unless the commis- 
sioner requires, approves, or accepts the use of statutory accounting principles 
or other comprehensive basis of accounting. The commissioner may require, 
approve, or accept any appropriate or necessary modifications of the statutory 
accounting principles or other comprehensive basis of accounting for the type 
of insurance and kinds of insurers to be reported upon. The commissioner may 
require additional information to supplement such report. Except as otherwise 
provided, each risk retention group shall file its report in the form required by 
this title, and each risk retention group shall comply with the requirements set 
forth in this title. The commissioner shall by rule propose the forms in which 
pure captive insurance companies and industrial insured captive insurance 
companies shall report. Section 56-13-103(c)(3) shall apply to each report filed 
pursuant to this section; provided, that § 56-13-103(c)(3) shall not apply to 
reports filed by risk retention groups. 

(c) A pure captive insurance company or an industrial insured captive 
insurance company may make written application to the commissioner for 
filing the required report on a fiscal year-end. If an alternative reporting date 
is granted by the commissioner, then: 

(1) The annual report is due one hundred and eighty (180) days after the 
fiscal year-end; and 
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(2) In order to provide sufficient detail to support the premium tax return, 
the pure captive insurance company or industrial insured captive insurance 
company shall file, prior to March 15 of each year for each calendar year-end, 
such information as may be required on a form approved by the commis- 
sioner, verified by oath of two (2) of its executive officers. 


History. 
Acts 2011, ch. 468, § 1; 2015, ch. 156, § 7; 
2016, ch. 1018, §§ 6, 7. 


Compiler’s Notes. 

Former chapter 18, §§ 56-13-101 — 56-13- 
133 (Acts 1978, ch. 616, §§ 1-30; 1979, ch. 147, 
§§ 1-6; T.C.A., §§ 56-4501 — 56-4529; Acts 
1981, ch. 299, §§ 1-15; 1982, ch. 645, §§ 1-3; 
1982, ch. 706, §§ 2, 3; Acts 1983, ch. 85, § 2; 
Acts 1983, ch. 246, § 1; 1986, ch. 723, §§ 1-7; 
Acts 1987, ch. 298, §§ 1, 3; 1989, ch. 266, 
$§ 1-8; Acts 1989, ch. 591, §§ 1-6; Acts 1992, 
ch. 790, § 1; Acts 2005, ch. 499, § 25; 2010, ch. 
848, § 2), concerning the Tennessee Captive 
Insurance Company Act, was repealed by Acts 
2011, ch. 468, § 1, effective September 1, 2011. 


Amendments. 

The 2016 amendment rewrote the first sen- 
tence of (b) which read, “Prior to March 1 of 
each year, and prior to March 15 of each year in 
the case of pure captive insurance companies or 
industrial insured captive insurance compa- 
nies, each captive insurance company shall 
submit to the commissioner a report of its 
financial condition, verified by oath of two (2) of 
its executive officers.”; and substituted “such 
information as may be required on a form 
approved by the commissioner” for “pages 1, 2, 
3, and 5 of the ‘Captive Annual Statement; Pure 
or Industrial Insured’ ” in (c)(2). 


Effective Dates. 
Acts 2016, ch. 1018, § 8. April 28, 2016. 


56-13-109. Inspection and examination — Audits. 


(a) At least once every three (3) years, and whenever the commissioner 
determines it to be prudent, the commissioner shall visit each captive 
insurance company and thoroughly inspect and examine its affairs to ascertain 
its financial condition, its ability to fulfill its obligations and whether it has 
complied with this chapter. The commissioner may extend such three-year 
period to five (5) years; provided, that the captive insurance company is subject 
to a comprehensive annual audit by independent auditors approved by the 
commissioner during such five-year period. The comprehensive audit shall be 
of a scope satisfactory to the commissioner. The expenses and charges of the 
examination shall be paid by the captive insurance company. 

(b) Any other law or regulation to the contrary notwithstanding, an asso- 
ciation captive insurance company, all of whose insureds operate municipal or 
cooperative electric systems, shall not be required to have performed an audit 
of its annual statutory financial statements by an independent certified public 
accountant, unless, within ninety (90) days before the close of the fiscal year of 
the association captive insurance company, a majority of the association 
members who are insured, directly or indirectly by it, request an audit. 

(c) Sections 56-1-401 — 56-1-420 shall apply to examinations conducted 
under this section. 

(d) All examination reports, preliminary examination reports or results, 
working papers, recorded information, documents and copies thereof produced 
by, obtained by or disclosed to the commissioner or any other person in the 
course of an examination made under this section are confidential and are not 
subject to subpoena and may not be made public by the commissioner or an 
employee or agent of the commissioner without the written consent of the 
captive insurance company, except to the extent provided in this subsection (d). 
Nothing in this subsection (d), shall prevent the commissioner from using such 
information in furtherance of the commissioner’s regulatory authority under 
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this title. The commissioner shall have the discretion to grant access to such 
information to public officers having jurisdiction over the regulation of insur- 
ance in any other state or country, or to law enforcement officers of this state 
or any other state or agency of the federal government at any time, only if the 


officers receiving the information agree in writing to maintain the confidenti- 


ality of the information in a manner consistent with this subsection (d). 


History. 
Acts 2011, ch. 468, § 1. 


Compiler’s Notes. 

Former chapter 13, §§ 56-13-101 — 56-13- 
133 (Acts 1978, ch. 616, §§ 1-30; 1979, ch. 147, 
§§ 1-6; T.C.A., §§ 56-4501 — 56-4529; Acts 
1981, ch. 299, §§ 1-15; 1982, ch. 645, §§ 1-3; 
1982, ch. 706, §§ 2, 3; Acts 1983, ch. 85, § 2; 
Acts 1983, ch. 246, § 1; 1986, ch. 723, §§ 1-7; 


ch. 790, § 1; Acts 2005, ch. 499, § 25; 2010, ch. 
848, § 2), concerning the Tennessee Captive 
Insurance Company Act, was repealed by Acts 
2011, ch. 468, § 1, effective September 1, 2011. 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


Section to Section References. 
This section is referred to in §§ 56-13-123, 


Acts 1987, ch. 298, §§ 1, 3; 1989, ch. 266, 
§§ 1-8; Acts 1989, ch. 591, §§ 1-6; Acts 1992, 


56-13-306, 56-13-404. 


56-13-110. License suspension or revocation. 


(a) The license of a captive insurance company may be suspended or revoked 
by the commissioner for any of the following reasons: 

(1) Insolvency or impairment of capital or surplus; 

(2) Failure to meet the requirements of § 56-13-105; 

(3) Refusal or failure to submit an annual report, as required by this 
chapter, or any other report or statement required by law or by lawful order 
of the commissioner; 

(4) Failure to comply with its own charter, bylaws or other organizational 
document; 

(5) Failure to submit to or pay the cost of examination or any legal 
obligation relative to an examination, as required by this chapter; 

(6) Use of methods that, although not otherwise specifically prohibited by 
law, nevertheless render its operation detrimental or its condition unsound 
with respect to the public or to its policyholders; or 

(7) Failure otherwise to comply with the laws of this state. 

(b) If the commissioner finds, upon examination, hearing, or other evidence, 
that any captive insurance company has violated subsection (a), then the 
commissioner may suspend or revoke such company’s license if the commis- 
sioner deems it in the best interest of the public and the policyholders of such 
captive insurance company, notwithstanding any other provision of this title. 


History. 
Acts 2011, ch. 468, § 1. 


Compiler’s Notes. 

Former chapter 13, §§ 56-13-101 — 56-13- 
133 (Acts 1978, ch. 616, §§ 1-30; 1979, ch. 147, 
§§ 1-6; T.C.A., §§ 56-4501 — 56-4529; Acts 
1981, ch. 299, §§ 1-15; 1982, ch. 645, §§ 1-3; 
1982, ch. 706, §§ 2, 3; Acts 1983, ch. 85, § 2; 


Acts 1983, ch. 246, § 1; 1986, ch. 723, §§ 1-7; 
Acts 1987, ch. 298, §§ 1, 3; 1989, ch. 266, 
§§ 1-8; Acts 1989, ch. 591, §§ 1-6; Acts 1992, 
ch. 790, § 1; Acts 2005, ch. 499, § 25; 2010, ch. 
848, § 2), concerning the Tennessee Captive 
Insurance Company Act, was repealed by Acts 
2011, ch. 468, § 1, effective September 1, 2011. 
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56-13-111. Investment requirements. 


(a) Except as may be otherwise authorized by the commissioner, association 
captive insurance companies and risk retention groups shall comply with the 
investment requirements contained in §§ 56-3-401 — 56-3-409, as applicable. 
Notwithstanding any other provision of this title, the commissioner may 
approve the use of alternative reliable methods of valuation and rating. 

(b) No pure captive insurance company, industrial insured captive insur- 
ance company, protected cell captive insurance company, incorporated cell 
captive insurance company or special purpose financial captive insurance 
company as defined in part 4 of this chapter shall be subject to any restrictions 
on allowable investments; provided, that the commissioner may prohibit or 
limit any investment that threatens the solvency or liquidity of any such 
company. Companies under this subsection (b) must file with the commissioner 
a statement of investment policy approved by its governing body that describes 
the types of investments that the company may elect to undertake and may not 
make investments that materially deviate from the statement of investment 
policy that is on file with the commissioner. 

(c) No pure captive insurance company shall make a loan to or an invest- 
ment in its parent company or affiliates without prior written approval of the 
commissioner, and any such loan or investment shall be evidenced by docu- 
mentation approved by the commissioner. Loans of minimum capital and 
surplus funds required by § 56-13-105 are prohibited. 

(d)(1) Notwithstanding this section or chapter 3, part 4 of this title, an 

association captive insurance company of an association described in § 56- 

13-102(3)(B) may hold any interest in qualified headquarters property as 

defined in subdivision (d)(2), and the qualified headquarters property shall 
be admitted assets and authorized investments of the association captive 
insurance company. The net book value of the qualified headquarters 
property deemed admitted and authorized under this subsection (d) may not 
exceed two million five hundred thousand dollars ($2,500,000), and an 
association captive insurance company holding qualified headquarters prop- 
erty pursuant to this subsection (d) shall at all times maintain total surplus, 
without regard to the qualified headquarters property, of at least the sum of: 

(A) Fifty percent (50%) of the net book value of the qualified headquar- 

ters property; and 

(B) The minimum capital and surplus requirements. 

(2) For purposes of this subsection (d), “qualified headquarters property” 
includes the real property and the building in which the principal office of 
the association captive insurance company is located and also includes any 
improved and unimproved real property of the association captive insurance 
company that is located within one thousand five hundred feet (1,500’) of the 
company’s principal office. 


History. §§ 1-6; T.C.A., §§ 56-4501 — 56-4529; Acts 
Acts 2011, ch. 468, § 1; 2015, ch. 156, § 8. 1981, ch. 299, §§ 1-15; 1982, ch. 645, §§ 1-3; 

‘ 1982, ch. 706, §§ 2, 3; Acts 1983, ch. 85, § 2; 
Compiler’s Notes. Acts 1988, ch. 246, § 1; 1986, ch. 723, §§ 1-7; 
Former chapter 13, §§ 56-13-101 — 56-13- Acts 1987, ch. 298, §§ 1, 3; 1989, ch. 266, 
133 (Acts 1978, ch. 616, §§ 1-30; 1979, ch. 147, §§ 1-8; Acts 1989, ch. 591, §§ 1-6; Acts 1992, 
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ch. 790, § 1; Acts 2005, ch. 499, § 25; 2010, ch. 
848, § 2), concerning the Tennessee Captive 
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56-13-1138 


Insurance Company Act, was repealed by Acts 
2011, ch. 468, § 1, effective September 1, 2011. 


56-13-112. Reinsurance. 


(a) Any captive insurance company may provide reinsurance as authorized 
by this title on risks ceded by any other insurer. 

(b) Any captive insurance company may take credit for the reinsurance of 
risks or portions of risks ceded to reinsurers complying with this title. If the 
reinsurer is licensed as a risk retention group, then the ceding risk retention 
group or its members must qualify for membership with the reinsurer. The 
commissioner shall have the discretion to allow a captive insurance company 
to take credit for the reinsurance of risks or portions of risks ceded to an 
unauthorized reinsurer, after review, on a case by case basis. The commis- 
sioner may require any documents, financial information or other evidence 
that such an unauthorized reinsurer will be able to demonstrate adequate 
security for its financial obligations. 

(c) In addition to reinsurers authorized by this title, a captive insurance 
company may take credit for the reinsurance of risks or portions of risks ceded 
to a pool, exchange or association to the extent authorized by the commis- 
sioner. The commissioner may require any documents, financial information or 
other evidence that such a pool, exchange or association will be able to provide 
adequate security for its financial obligations. The commissioner may deny 
authorization or impose any limitations on the activities of a reinsurance pool, 
exchange or association that, in the commissioner’s judgment, are necessary 
and proper to provide adequate security for the ceding captive insurance 
company and for the protection and consequent benefit of the public at large. 

(d) Except where specifically provided otherwise, insurance by a captive 
insurance company of any workers’ compensation or accident and health 
qualified self-insured plan of its parent and affiliates shall be deemed to be 
reinsurance. 


History. 
Acts 2011, ch. 468, § 1. 


Compiler’s Notes. 

Former chapter 13, §§ 56-13-101 — 56-13- 
133 (Acts 1978, ch. 616, §§ 1-30; 1979, ch. 147, 
§§ 1-6; T.C.A., §§ 56-4501 — 56-4529; Acts 
1981, ch. 299, §§ 1-15; 1982, ch. 645, §§ 1-3; 
1982, ch. 706, §§ 2, 3; Acts 1983, ch. 85, § 2; 
Acts 1983, ch. 246, § 1; 1986, ch. 723, §§ 1-7; 


Acts 1987, ch. 298, §§ 1, 3; 1989, ch. 266, 
§§ 1-8; Acts 1989, ch. 591, §§ 1-6; Acts 1992, 
ch. 790, § 1; Acts 2005, ch. 499, § 25; 2010, ch. 
848, § 2), concerning the Tennessee Captive 
Insurance Company Act, was repealed by Acts 
2011, ch. 468, § 1, effective September 1, 2011. 


Section to Section References. 
This section is referred to in § 56-13-1083. 


56-13-1138. Membership in rating organizations — Exemption from 
compulsory associations. 


(a) No captive insurance company shall be required to join a rating 
organization. 

(b) No captive insurance company shall be permitted to join or contribute 
financially to any plan, pool, association, or guaranty or insolvency fund in this 
state, nor shall any such captive insurance company, or any insured or affiliate 
thereof, receive any benefit from any such plan, pool, association, or guaranty 
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or insolvency fund for claims arising out of the operations of such captive 
insurance company. , 


History. 1982, ch. 706, §§ 2, 3; Acts 1983, ch. 85, § 2; 
Acts 2011, ch. 468, § 1. Acts 1983, ch. 246, § 1; 1986, ch. 723, §§ 1-7; 
Acts 1987, ch. 298, §§ 1, 3; 1989, ch. 266, 

Compiler’s Notes. §§ 1-8; Acts 1989, ch. 591, §§ 1-6; Acts 1992, 


Former chapter 13, §§ 56-13-101 — 56-13- ch. 790, § 1; Acts 2005, ch. 499, § 25; 2010, ch. 
133 (Acts 1978, ch. 616, §§ 1-30; 1979, ch. 147, 848, § 2), concerning the Tennessee Captive 
§§ 1-6; T.C.A., §8§ 56-4501 — 56-4529; Acts Insurance Company Act, was repealed by Acts 
1981, ch. 299, §§ 1-15; 1982, ch. 645, §§ 1-3; 2011, ch. 468, § 1, effective September 1, 2011. 


56-13-114. Taxation. 


(a) Each captive insurance company shall pay to the department, on or prior 
to March 15 of each year, a tax at the rate of four tenths of one percent (0.4%) 
on the first twenty million dollars ($20,000,000), and three tenths of one 
percent (0.8%) on each dollar thereafter on the direct premiums collected or 
contracted for on policies or contracts of insurance written by the captive 
insurance company during the year ending December 31 next preceding, after 
deducting from the direct premiums subject to the tax the amounts paid to 
policyholders as return premiums. Return premiums shall include dividends 
on unabsorbed premiums or premium deposits returned or credited to policy- 
holders. No tax shall be due or payable under this title as to considerations 
received for annuity contracts. 

(b) Each captive insurance company shall pay to the department, on or prior 
to March 15 of each year, a tax at the rate of 225-thousandths of one percent 
(0.225%) on the first twenty million dollars ($20,000,000) of assumed reinsur- 
ance premium, and 150-thousandths of one percent (0.150%) on the next 
twenty million dollars ($20,000,000), and 50-thousandths of one percent 
(0.050%) on the next twenty million dollars ($20,000,000), and 25-thousandths 
of one percent (0.025%) of each dollar thereafter. However, no reinsurance tax 
applies to premiums for risks or portions of risks that are subject to taxation 
on a direct basis pursuant to subsection (a). No reinsurance premium tax shall 
be payable in connection with the receipt of assets in exchange for the 
assumption of loss reserves and other liabilities of another insurer under 
common ownership and control; provided, that the commissioner verifies that 
such transaction is part of a plan to discontinue the operations of such other 
insurer, and if the intent of the parties to such transaction is to renew or 
maintain such business with the captive insurance company. 

(c)(1) Except with regard to a protected cell captive insurance company, as 

defined in § 56-13-202, with more than ten (10) cells, the annual minimum 

aggregate tax to be paid by a captive insurance company calculated under 
subsections (a) and (b) shall be five thousand dollars ($5,000), and the 
annual maximum aggregate tax shall be one hundred thousand dollars 

($100,000). 

(2) For a protected cell captive insurance company with more than ten 
(10) cells, the annual minimum aggregate tax to be paid under subsections 
(a) and (b) shall be ten thousand dollars ($10,000), and the annual maximum 
aggregate tax shall be one hundred thousand dollars ($100,000), plus five 
thousand dollars ($5,000) multiplied by the number of cells over ten (10). 
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(d) The tax provided for in this section shall constitute all taxes collectible 
under the laws of this state from any captive insurance company and from any 
insured on its payments to a captive insurance company, and no other 
occupation tax or other taxes shall be levied or collected from any captive 
insurance company by this state or any county, city, or municipality within this 
state, except ad valorem taxes on real and personal property used in the 
production of income. 

(e) Captive insurance companies, protected cells of captive insurance com- 
panies, and incorporated protected cells of captive insurance companies shall 
be subject to the fees in § 56-4-101. 

(f) All premium taxes paid into the department under this chapter shall be 
held by the commissioner as expendable receipts for the purpose of adminis- 
tering this chapter and for promoting the Tennessee captive insurance indus- 
try. 

(g) The tax provided for in this section shall be calculated on an annual 
basis, notwithstanding policies or contracts of insurance or contracts of 
reinsurance issued on a multiyear basis. In the case of multiyear policies or 
contracts, the premium shall be prorated for purposes of determining the tax 
under this section. 

(h) Nothing in this section shall be construed to provide an exemption from 
the sales and use tax imposed by title 67, chapter 6. 

(i)(1) Entities in this state, including industrial insureds as defined in 

§ 56-2-105(7), who have procured insurance from a captive insurance 

company and, on or before December 31, 2018, either redomesticate that 

captive insurance company to this state pursuant to this chapter or transfer 

a complete line of business or complete geographic risk into a captive formed 

in this state between January 1, 2016, and December 31, 2018, shall not be 

liable for any unreported taxes due pursuant to § 56-2-411 on a policy or 
contract of insurance procured from the captive insurance company before 
the redomestication of the captive insurance company or transfer of line of 
business or complete geographic risk to this state; provided, that the policy 
or contract is substantially similar to a policy or contract of insurance 
procured from the captive insurance company after it is redomiciled or after 
the line of business or the complete geographic risk is transferred to this 
state. 

(2) In order for a transfer of a line of business or complete geographic risk 

to a Tennessee captive formed between January 1, 2016, and December 31, 

2018, to qualify under subdivision (i)(1), the Tennessee captive formed 

between January 1, 2016, and December 31, 2018, must have and maintain, 

for no less than five (5) years from the date of formation, capital of at least 
fifteen million dollars ($15,000,000) and annual premiums of at least thirty 
million dollars ($30,000,000). 


History. 133 (Acts 1978, ch. 616, §§ 1-30; 1979, ch. 147, 
Acts 2011, ch. 468, § 1; 2013, ch. 139, § 2; §§ 1-6; T.C.A., §§ 56-4501 — 56-4529; Acts 
2015, ch. 156, §§ 9-11, 19; 2016, ch. 1018, 1981, ch. 299, §§ 1-15; 1982, ch. 645, §§ 1-3; 


§§ 3-5. 1982, ch. 706, §§ 2, 3; Acts 1983, ch. 85, § 2; 
Acts 1983, ch. 246, § 1; 1986, ch. 723, §§ 1-7; 
Compiler’s Notes. Acts 1987, ch. 298, §§ 1, 3; 1989, ch. 266, 


Former chapter 13, §§ 56-13-101 — 56-13- §§ 1-8; Acts 1989, ch. 591, §§ 1-6; Acts 1992, 
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ch. 790, § 1; Acts 2005, ch. 499, § 25; 2010, ch. Effective Dates. 
848, § 2), concerning the Tennessee Captive Acts 2016, ch. 1018, § 8. April 28, 2016. 
Insurance Company Act, was repealed by Acts ‘ 


2011, ch. 468, § 1, effective September 1, 2011. Section to Section References. 
This section is referred to in §§ 56-13-123, 


Amendments. 56-13-307, 56-13-404. 
The 2016 amendment substituted “March 


15” for “March 1” in (a) and (b); and added (i). 


56-13-115. Adoption and amendment of rules by commissioner. 


The commissioner may adopt and, from time to time, amend such rules 
relating to captive insurance companies as are necessary to enable the 
commissioner to carry out the provisions of this chapter. 


History. 1982, ch. 706, §§ 2, 3; Acts 1983, ch. 85, § 2; 
Acts 2011, ch. 468, § 1. Acts 1983, ch. 246, § 1; 1986, ch. 723, §§ 1-7; 
Acts 1987, ch. 298, §§ 1, 3; 1989, ch. 266, 

Compiler’s Notes. §§ 1-8; Acts 1989, ch. 591, §§ 1-6; Acts 1992, 


Former chapter 13, §§ 56-13-101 — 56-13- ch. 790, § 1; Acts 2005, ch. 499, § 25; 2010, ch. 
133 (Acts 1978, ch. 616, §§ 1-30; 1979, ch. 147, 848, § 2), concerning the Tennessee Captive 
§§ 1-6; T.C.A., §8§ 56-4501 — 56-4529; Acts Insurance Company Act, was repealed by Acts 
1981, ch. 299, §§ 1-15; 1982, ch. 645, §§ 1-3; 2011, ch. 468, § 1, effective September 1, 2011. 


56-13-116. Applicable provisions. 


No provisions of this title, other than those contained in this chapter or 
expressly provided in this chapter, shall apply to captive insurance companies. 
Risk retention groups shall have the privileges and be subject to chapter 45 of 
this title in addition to the applicable provisions of this chapter. Section 
56-2-801 applies to this chapter. 


History. 1982, ch. 706, §§ 2, 3; Acts 1983, ch. 85, § 2; 
Acts 2011, ch. 468, § 1; 2015, ch. 156,§ 12. Acts 1983, ch. 246, § 1; 1986, ch. 723, §§ 1-7; 

: Acts 1987, ch. 298, §§ 1, 3; 1989, ch. 266, 
Compiler’s Notes. §§ 1-8; Acts 1989, ch. 591, §§ 1-6; Acts 1992, 
Former chapter 13, §§ 56-13-101 — 56-13- ch. 790, § 1; Acts 2005, ch. 499, § 25; 2010, ch. 
133 (Acts 1978, ch. 616, §§ 1-30; 1979, ch. 147, 848, § 2), concerning the Tennessee Captive 
8§ 1-6; T.C.A., §§ 56-4501 — 56-4529; Acts Insurance Company Act, was repealed by Acts 
1981, ch. 299, §§ 1-15; 1982, ch. 645, §§ 1-3; 2011, ch. 468, § 1, effective September 1, 2011. 


56-13-117. Establishment of standards regarding risk management. 


The commissioner may adopt rules establishing standards to ensure that a 
parent or its affiliated company, or an industrial insured or its affiliated 
company, is able to exercise control of the risk management function of any 
controlled unaffiliated business to be insured by a pure captive insurance 
company or an industrial insured captive insurance company, respectively; 
provided, however, that, until such time as rules under this section are 
adopted, the commissioner may approve the coverage of such risks by a pure 
captive insurance company or an industrial insured captive insurance com- 
pany. 


History. Compiler’s Notes. 
Acts 2011, ch. 468, § 1. Former chapter 13, §§ 56-13-101 — 56-13- 
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133 (Acts 1978, ch. 616, §§ 1-30; 1979, ch. 147, 
§§ 1-6; T.C.A., §§ 56-4501 — 56-4529; Acts 
1981, ch. 299, §§ 1-15; 1982, ch. 645, §§ 1-3; 
1982, ch. 706, §§ 2, 3; Acts 19838, ch. 85, § 2; 
Acts 1988, ch. 246, § 1; 1986, ch. 723, §§ 1-7; 
Acts 1987, ch. 298, §§ 1, 3; 1989, ch. 266, 
§§ 1-8; Acts 1989, ch. 591, §§ 1-6; Acts 1992, 
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ch. 790, § 1; Acts 2005, ch. 499, § 25; 2010, ch. 
848, § 2), concerning the Tennessee Captive 
Insurance Company Act, was repealed by Acts 
2011, ch. 468, § 1, effective September 1, 2011. 


Section to Section References. 
This section is referred to in § 56-13-102. 


56-13-118. Applicability of insolvency provisions. 


Except as otherwise provided in this chapter, the terms and conditions set 
forth in chapter 24 of this title shall apply in full to captive insurance 
companies formed or licensed under this chapter. 


History. 
Acts 2011, ch. 468, § 1. 


Compiler’s Notes. 

Former chapter 13, §§ 56-13-101 — 56-13- 
133 (Acts 1978, ch. 616, §§ 1-30; 1979, ch. 147, 
§§ 1-6; T.C.A., §§ 56-4501 — 56-4529; Acts 
1981, ch. 299, §§ 1-15; 1982, ch. 645, §§ 1-3; 


1982, ch. 706, §§ 2, 3; Acts 1983, ch. 85, § 2; 
Acts 1983, ch. 246, § 1; 1986, ch. 723, §§ 1-7; 
Acts 1987, ch. 298, §§ 1, 3; 1989, ch. 266, 
§§ 1-8; Acts 1989, ch. 591, §§ 1-6; Acts 1992, 
ch. 790, § 1; Acts 2005, ch. 499, § 25; 2010, ch. 
848, § 2), concerning the Tennessee Captive 
Insurance Company Act, was repealed by Acts 
2011, ch. 468, § 1, effective September 1, 2011. 


56-13-119. Authority for expenditure of public funds. 


Any municipality, metropolitan government, county, authority, utility dis- 
trict, or other public body generally classified as a governmental body or 
governmental entity, whether organized by private act or public act of the 
general assembly, or otherwise, or any agency, board, or commission of any 
municipality, metropolitan government, county, authority, utility district, or 
other public body generally classified as a governmental body or governmental 
entity, may expend public funds other than local tax revenues for the purchase 
of capital stock in a captive insurance company or to provide guaranty capital 
in a mutual captive insurance company; provided, that at the time of 
authorization of expenditure of public funds adequate insurance markets in 
the United States are not available to cover the risks, hazards and liabilities of 
the public body or that the needed coverage is only available at excessive rates 
or with unreasonable deductibles. 


1982, ch. 706, §§ 2, 3; Acts 1983, ch. 85, § 2; 
Acts 1983, ch. 246, § 1; 1986, ch. 723, §§ 1-7; 
Acta LOS Toc 298, 98 0115; 1989. ‘ch 266. 
8§ 1-8; Acts 1989, ch. 591, §§ 1-6; Acts 1992, 


History. 
Acts 2011, ch. 468, § 1. 


Compiler’s Notes. 


Former chapter 13, §§ 56-13-101 — 56-13- 
133 (Acts 1978, ch. 616, §§ 1-30; 1979, ch. 147, 
§§ 1-6; T.C.A., §§ 56-4501 — 56-4529; Acts 
1981, ch. 299, §§ 1-15; 1982, ch. 645, §§ 1-3; 


ch. 790, § 1; Acts 2005, ch. 499, § 25; 2010, ch. 
848, § 2), concerning the Tennessee Captive 
Insurance Company Act, was repealed by Acts 
2011, ch. 468, § 1, effective September 1, 2011. 


56-13-120. Violations and penalties. 


If, after providing notice consistent with the process established by § 4-5- 
320(c) and providing the opportunity for a contested case hearing held in 
accordance with the Uniform Administrative Procedures Act, compiled in title 
4, chapter 5, part 3, the commissioner finds that any insurer, person, or entity 
required to be licensed, permitted, or authorized to transact the business of 
insurance under this chapter has violated any provision of this chapter or any 
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rule or regulation authorized by this chapter, the commissioner may order: 

(1) The insurer, person, or entity to cease and desist from_engaging in the 
act or practice giving rise to the violation; 

(2) Payment of a monetary penalty of not more than one thousand dollars 
($1,000) for each violation, but not to exceed an aggregate penalty of one 
hundred thousand dollars ($100,000), unless the insurer, person, or entity 
knowingly violates a statute, rule or order, in which case the penalty shall 
not be more than twenty-five thousand dollars ($25,000) for each violation, 
not to exceed an aggregate penalty of two hundred fifty thousand dollars 
($250,000). This subdivision (2) shall not apply where a statute or rule 
specifically provides for other civil penalties for the violation. For purposes 
of this subdivision (2), each day of continued violation shall constitute a 


separate violation; and 


(3) The suspension or revocation of the insurer’s, person’s, or entity’s 


license. 


History. 
Acts 2011, ch. 468, § 1. 


Compiler’s Notes. 

Former chapter 13, §§ 56-13-101 — 56-13- 
133 (Acts 1978, ch. 616, §§ 1-30; 1979, ch. 147, 
§§ 1-6; T.C.A., §§ 56-4501 — 56-4529; Acts 
1981, ch. 299, §§ 1-15; 1982, ch. 645, §§ 1-3; 


56-13-121. Rules and regulations. 


1982, ch. 706, §§ 2, 3; Acts 1983, ch. 85, § 2; 
Acts 1983, ch. 246, § 1; 1986, ch. 723, §§ 1-7; 
Acts 1987, ch. 298, §§ 1, 3; 1989, ch. 266, 
8§ 1-8; Acts 1989, ch. 591, §§ 1-6; Acts 1992, 
ch. 790, § 1; Acts 2005, ch. 499, § 25; 2010, ch. 
848, § 2), concerning the Tennessee Captive 
Insurance Company Act, was repealed by Acts 
2011, ch. 468, § 1, effective September 1, 2011. 


The commissioner is authorized to promulgate rules and regulations neces- 
sary to effectuate the purposes of this chapter; provided, that, no rule 
promulgated pursuant to this chapter shall affect a special purpose financial 
captive (SPFC) insurance securitization, as defined and authorized by part 4 of 
this chapter, in effect at the time of the promulgation. All such rules and 
regulations shall be promulgated in accordance with the Uniform Administra- 
tive Procedures Act, compiled in title 4, chapter 5. 


History. 
Acts 2011, ch. 468, § 1. 


Acts 1987, ch. 298, §§ 1, 3; 1989, ch. 266, 
§§ 1-8; Acts 1989, ch. 591, §§ 1-6; Acts 1992, 


Compiler’s Notes. 

Former chapter 13, §§ 56-13-101 — 56-13- 
133 (Acts 1978, ch. 616, §§ 1-30; 1979, ch. 147, 
§§ 1-6; T.C.A., §§ 56-4501 — 56-4529; Acts 
1981, ch. 299, §§ 1-15; 1982, ch. 645, §§ 1-3; 
1982, ch. 706, §§ 2, 3; Acts 1983, ch. 85, § 2; 


ch. 790, § 1; Acts 2005, ch. 499, § 25; 2010, ch. 
848, § 2), concerning the Tennessee Captive 
Insurance Company Act, was repealed by Acts 
2011, ch. 468, § 1, effective September 1, 2011. 


Section to Section References. 
This section is referred to in § 56-13-404. 


Acts 1983, ch. 246, § 1; 1986, ch. 723, §§ 1-7; 


56-13-122. Audit by the comptroller of the treasury — Annual reports. 


(a) The regulation of captive insurance companies as authorized by this 
chapter is subject to audit by the comptroller of the treasury as otherwise 
provided by state law. Information submitted to the department by captive 
insurance companies subject to this chapter shall, without written request, be 
open to inspection by, or disclosure to, the comptroller of the treasury or the 
comptroller’s designated representative for purposes of audit. 
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(b) The commissioner shall annually report to the commerce and labor 
committee of the senate, and the insurance and banking committee of the 
house of representatives regarding the captive insurance company program. 
Such report shall include, but not be limited to, the number and types of 
captive insurance companies authorized by the commissioner to conduct 
business in this state, the amount of premium tax and fee revenues generated 


pursuant to the program, and any recommendations for legislative action to 


improve the captive insurance company program. 


History. 
Acts 2011, ch. 468, § 1; 2013, ch. 236, § 19. 


Compiler’s Notes. 

Former chapter 13, §§ 56-13-101 — 56-13- 
133 (Acts 1978, ch. 616, §§ 1-30; 1979, ch. 147, 
§§ 1-6; T.C.A., §§ 56-4501 — 56-4529; Acts 
1981, ch. 299, §§ 1-15; 1982, ch. 645, §§ 1-3; 


1982, ch. 706, §§ 2, 3; Acts 1983, ch. 85, § 2; 
Acts 1983, ch. 246, § 1; 1986, ch. 723, §§ 1-7; 
Acts 1987, ch. 298, §§ 1, 3; 1989, ch. 266, 
§§ 1-8; Acts 1989, ch. 591, §§ 1-6; Acts 1992, 
ch. 790, § 1; Acts 2005, ch. 499, § 25; 2010, ch. 
848, § 2), concerning the Tennessee Captive 
Insurance Company Act, was repealed by Acts 
2011, ch. 468, § 1, effective September 1, 2011. 


56-13-123. Foreign or alien insurer as domestic captive insurance 
company — Redomestication — Licensing — Taxation. 


(a) Notwithstanding any other method authorized by law, a foreign or alien 
insurer may become a domestic captive insurance company by complying with 
all of the requirements of this chapter relative to the organization and 
licensing of a domestic captive insurance company of the same type with the 
approval of the commissioner. A company redomesticating to this state 
pursuant to this section may be organized under any lawful corporate form 
permitted by this chapter. 

(b) A redomestication pursuant to this section shall be authorized for 
insurance companies domiciled in foreign or alien jurisdictions that authorize 
the redomestication of insurance companies where, as a result of the actions 
taken by the company pursuant to this section to redomesticate to this state, 
shall no longer be a domestic legal entity of foreign or alien jurisdiction. A 
company wishing to redomesticate under this section must also provide 
evidence that the applicable regulatory authority of its domicile consents to the 
redomestication. 

(c) An insurance company wishing to redomesticate under this section shall 
file with the secretary of state its articles of association, charter, or other 
organizational document, together with appropriate amendments thereto 
adopted in accordance with the laws of this state and bring such articles of 
association, charter, or other organizational document into compliance with 
the laws of this state, along with an approval letter issued by the commis- 
sioner. The company may file with the secretary of state an election deferring 
the effective date of the redomestication. Upon filing and paying the required 
fees prescribed in title 48 and title 61, the secretary of state shall issue an 
acknowledgement letter to the applicant. The secretary of state is also 
authorized to promulgate rules that provide for a fee to cover the cost of a 
redomestication. 

(d) The company shall file a copy of the secretary of state’s acknowledge- 
ment letter with the commissioner, who shall then issue a license pursuant to 
§ 56-13-1038. 
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(e) Upon the completion of a redomestication under this section, the captive 
insurance company shall be subject to the laws of this state and shall be 
considered domiciled in this state. The captive insurance company shall be 
deemed to have a formation date corresponding to its original formation date 
in the foreign or alien domicile. 

(f) For the purposes of the § 56-13-109 examination, any examination 
conducted by the foreign or alien domicile that is substantially similar to an 
examination that would have been done in this state had the company been 
domiciled in this state shall be recognized for the purposes of establishing the 
period of time when the next examination is due. 

(g)\(1) A company redomesticating under this section shall only be liable for 

taxes due pursuant to § 56-13-114 on premiums paid to the company after 

redomestication. 

(2) Acompany redomesticating under this section after July 1 of any year 
shall only be subject to one-half (12) of the minimum premium tax specified 
in § 56-13-114(c) in its first year. 

(3) An alien company redomesticating under this section shall report all 
premium taxes due under § 56-13-114 but may, in either its first or its 
second year of operations, but not both, after redomesticating into this state, 
elect to forego the payment of premium taxes. However, a company making 
such an election that surrenders its license or redomesticates to another 
jurisdiction within five (5) years of redomestication into this state shall 
immediately pay a tax in an amount equal to the foregone premium tax plus 
ten percent (10%) per annum from the date the foregone premium tax would 
have been due. 

(h) This section shall not be the exclusive means of redomesticating an 
insurance company to this state and shall not restrict the ability of an 
insurance company to undergo a merger, consolidation, transfer of assets and 
liabilities, or utilize any other means permitted by law to effect the transfer of 
operations of a foreign or alien insurance company to this state. 


History. Effective Dates. 
Acts 2016, ch. 1018, § 1. Acts 2016, ch. 1018, § 8. April 28, 2016. 
PART 2 


PROTECTED CELL CAPTIVE INSURANCE COMPANIES 


56-13-201. Forming a protective cell captive insurance company. 


(a) One (1) or more sponsors may form a protected cell captive insurance 
company under this chapter. In addition to part 1 of this chapter, this part 
shall apply to protected cell captive insurance companies. 

(b) A protected cell captive insurance company shall be incorporated as a 
stock insurer with its capital divided into shares and held by the stockholders, 
as a mutual corporation, as a nonprofit corporation with one (1) or more 
members, or as a limited liability company. 
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History. 
Acts 2011, ch. 468, § 1; 2013, ch. 139, § 3; 
2015, ch. 156,86, 13. 


56-13-202. Part definitions. 


As used in this part, unless the context requires otherwise: 

(1) “General account” means all assets and liabilities of a protected cell 
captive insurance company not attributable to a protected cell; 

(2) “Participant” means a person or an entity, authorized to be a partici- 
pant by § 56-13-205, and any affiliate of a participant, that is insured by a 
protected cell captive insurance company, if the losses of the participant are 
limited through a participant contract; 

(3) “Participant contract” means a contract by which a protected cell 
captive insurance company insures the risks of a participant and limits the 
losses of each such participant to its pro rata share of the assets of one (1) or 
more protected cells identified in such participant contract; 

(4) “Protected cell” means a separate account established by a protected 
cell captive insurance company formed or licensed under this chapter, in 
which an identified pool of assets and liabilities are segregated and insulated 
by means of this chapter from the remainder of the protected cell captive 
insurance company’s assets and liabilities in accordance with the terms of 
one (1) or more participant contracts to fund the liability of the protected cell 
captive insurance company with respect to the participants as set forth in 
the participant contracts; 

(5) “Protected cell assets” means all assets, contract rights, and general 
intangibles identified with and attributable to a specific protected cell of a 
protected cell captive insurance company; 

(6) “Protected cell captive insurance company” means any captive insur- 
ance company: 

(A) In which the minimum capital and surplus required by this chapter 
are provided by one (1) or more sponsors; 

(B) That is formed or licensed under this chapter; 

(C) That insures the risks of separate participants through participant 
contracts; and 

(D) That funds its liability to each participant through one (1) or more 
protected cells and segregates the assets of each protected cell from the 
assets of other protected cells and from the assets of the protected cell 
captive insurance company’s general account; 

(7) “Protected cell liabilities” means all liabilities and other obligations 
identified with and attributed to a specific protected cell of a protected cell 
captive insurance company; and 

(8) “Sponsor” means any person or entity that is approved by the 
commissioner to provide all or part of the capital and surplus required by 
this chapter and to organize and operate a protected cell captive insurance 
company. 


History. Section to Section References. 
Acts 2011, ch. 468, § 1; 2013, ch. 139, 8§ 4-8. This section is referred to in § 56-13-114. 
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56-13-203. Required filings. 


In addition to the information required by § 56-13-103(c)(1), each applicant- 
protected cell captive insurance company shall file with the commissioner the 
following: 

(1) Materials demonstrating how the applicant will account for the loss 
and expense experience of each protected cell at a level of detail found to be 
sufficient by the commissioner, and how it will report such experience to the 
commissioner; 

(2) Astatement acknowledging that all financial records of the applicant, 
including records pertaining to any protected cells, shall be made available 
for inspection or examination by the commissioner or the commissioner’s 
designated agent; 

(3) All contracts or sample contracts between the applicant and any 
participants; and 

(4) Evidence that expenses shall be allocated to each protected cell in a 
fair and equitable manner. 


History. 
Acts 2011, ch. 468, § 1. 


56-13-204. Conditions for formation or licensure. 


A protected cell captive insurance company formed or licensed under this 
chapter may establish and maintain one (1) or more incorporated or unincor- 
porated protected cells, to insure risks of one (1) or more participants, subject 
to the following conditions: 

(1)(A) A protected cell captive insurance company may establish one (1) or 
more protected cells if the commissioner has approved in writing a plan of 
operation or amendments to a plan of operation submitted by the pro- 
tected cell captive insurance company with respect to each protected cell. 
A plan of operation shall include, but is not limited to, the specific business 
objectives and investment guidelines of the protected cell; provided, that 
the commissioner may require additional information in the plan of 
operation; 

(B) Upon the commissioner’s written approval of the plan of operation, 
the protected cell captive insurance company, in accordance with the 
approved plan of operation, may attribute insurance obligations with 
respect to its insurance business to the protected cell; 

(C) A protected cell shall have its own distinct name or designation that 
shall include the words “protected cell” or “incorporated cell”; provided, an 
incorporated cell formed as a series of a limited liability company, if 
formed after July 1, 2015, shall bear a distinct name or designation as 
reflected in its formation documents and shall include the words “series 
cell”; 

(D) The protected cell captive insurance company shall transfer all 
assets attributable to a protected cell to one (1) or more separately 
established and identified protected cell accounts bearing the name or 
designation of that protected cell. Protected cell assets must be held in the 
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protected cell accounts for the purpose of satisfying the obligations of that 

protected cell; 

(EZ) An incorporated protected cell may be organized and operated in 
any form of business organization authorized by the commissioner, includ- 
ing, but not limited to, an individual series of a limited liability company 
as provided for in title 48, chapter 249. Each incorporated protected cell of 
a protected cell captive insurer shall be treated as a captive insurer for 
purposes of this chapter. Unless otherwise permitted by the organizational 
documents of a protected cell captive insurer, each incorporated protected 
cell of the protected cell captive insurer must have the same directors, 
secretary, and registered office as the protected cell captive insurer; 

(F) All attributions of assets and liabilities between a protected cell and 
the general account shall be in accordance with the plan of operation and 
participant contracts approved by the commissioner. No other attribution 
of assets or liabilities shall be made by a protected cell captive insurance 
company between the protected cell captive insurance company’s general 
account and its protected cells. Any attribution of assets and liabilities 
between the general account and a protected cell shall be in cash or in 
readily marketable securities with established market values; 

(2) The creation of a protected cell does not create, with respect to that 
protected cell, a legal person separate from the protected cell captive 
insurance company unless the protected cell is an incorporated cell. Amounts 
attributed to a protected cell under this part, including assets transferred to 
a protected cell account, are owned by the protected cell. No protected cell 
captive insurance company shall be, or hold itself out to be, a trustee with 
respect to those protected cell assets of that protected cell account. Notwith- 
standing this subdivision (2), the protected cell captive insurance company 
may allow for a security interest to attach to protected cell assets or a 
protected cell account when in favor of a creditor of the protected cell and 
otherwise allowed under applicable law; 

(3) This chapter shall not be construed to prohibit the protected cell 
captive insurance company from contracting with or arranging for an 
investment advisor, commodity trading advisor, or other third party to 
manage the protected cell assets of a protected cell, if all remuneration, 
expenses, and other compensation of the third party advisor or manager are 
payable from the protected cell assets of that protected cell and not from the 
protected cell assets of other protected cells or the assets of the protected cell 
captive insurance company’s general account; 

(4)(A) A protected cell captive insurance company shall establish admin- 

istrative and accounting procedures necessary to properly identify the one 

(1) or more protected cells of the protected cell captive insurance company 

and the protected cell assets and protected cell liabilities attributable to 

the protected cells. The directors of a protected cell captive insurance 
company shall keep protected cell assets and protected cell liabilities: 
(i) Separate and separately identifiable from the assets and liabilities 
of the protected cell captive insurance company’s general account; and 
(ii) Attributable to one (1) protected cell separate and separately 
identifiable from protected cell assets and protected cell liabilities 
attributable to other protected cells; 
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(B) If subdivision (4)(A) is violated, then the remedy of tracing is 
applicable to protected cell assets when commingled with protected cell 
assets of other protected cells or the assets of the protected cell captive 
insurance company’s general account. The remedy of tracing shall not be 
construed as an exclusive remedy; 

(5) When establishing a protected cell, the Broteced cell captive insur- 
ance company shall attribute to the protected cell assets a value at least 
equal to the reserves and other insurance liabilities attributed to that 
protected cell; 

(6) Each protected cell shall be accounted for separately on the books and 
records of the protected cell captive insurance company to reflect the 
financial condition and results of operations of such protected cell, net 
income or loss, dividends or other distributions to participants, and such 
other factors as may be provided in the participant contract or required by 
the commissioner; 

(7) No asset of a protected cell shall be chargeable with liabilities arising 
out of any other insurance business the protected cell captive insurance 
company may conduct; 

(8) No sale, exchange, or other transfer of assets shall be made by such 
protected cell captive insurance company between or among any of its 
protected cells without the consent of such protected cells; 

(9) No sale, exchange, transfer of assets, dividend, or distribution shall be 
made from a protected cell to a protected cell captive insurance company or 
participant without the commissioner’s approval. In no event shall the 
commissioner’s approval be given if the sale, exchange, transfer, dividend or 
distribution would result in the insolvency or impairment of a protected cell; 

(10) All attributions of assets and liabilities to the protected cells and the 
general account shall be in accordance with the plan of operation approved 
by the commissioner. No other attribution of assets or liabilities shall be 
made by a protected cell captive insurance company between its general 
account and any protected cell or between any protected cells. The protected 
cell captive insurance company shall attribute all insurance obligations, 
assets, and liabilities relating to a reinsurance contract entered into with 
respect to a protected cell to such protected cell. The performance under such 
reinsurance contract and any tax benefits, losses, refunds, or credits allo- 
cated pursuant to a tax allocation agreement to which the protected cell 
captive insurance company is a party, including any payments made by or 
due to be made to the protected cell captive insurance company pursuant to 
the terms of such agreement, shall reflect the insurance obligations, assets, 
and liabilities relating to the reinsurance contract that are attributed to 
such protected cell; 

(11) In connection with the conservation, rehabilitation, or liquidation of 
a protected cell captive insurance company, the assets and liabilities of a 
protected cell shall, to the extent the commissioner determines they are 
separable, at all times be kept separate from, and shall not be commingled 
with, those of other protected cells and the protected cell captive insurance 
company; 

(12) Each protected cell captive insurance company shall annually file 
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with the commissioner such financial reports as required by the commis- 
sioner. Any such financial report shall include, without limitation, account- 
ing statements detailing the financial experience of each protected cell; 
(13) Each protected cell captive insurance company shall notify the 
commissioner in writing within ten (10) business days of any protected cell 
that is insolvent or otherwise unable to meet its claim or expense obligations; 
(14) No participant contract shall take effect without the commissioner’s 
prior written approval. The addition of each new protected cell, the with- 
drawal of any participant, or the termination of any existing protected cell 
shall constitute a change in the plan of operation requiring the commission- 
er’s prior written approval; 
(15) The business written by a protected cell captive insurance company, 
with respect to each protected cell, shall be: 
(A) Fronted by an insurance company licensed under the laws of any 
state; 
(B) Reinsured by a reinsurer authorized or approved by this state; or 
(C) Secured by a trust fund in the United States for the benefit of 
policyholders and claimants or funded by an irrevocable letter of credit or 
other arrangement that is acceptable to the commissioner. The amount of 
security provided shall be no less than the reserves associated with those 
liabilities which are neither fronted nor reinsured, including reserves for 
losses, allocated loss adjustment expenses, incurred but not reported 
losses and unearned premiums for business written through the partici- 
pant’s protected cell. The commissioner may require the protected cell 
captive insurance company to increase the funding of any security 
arrangement established under this subdivision (15). If the form of 
security is a letter of credit, the letter of credit shall be issued or confirmed 
by a bank approved by the commissioner. A trust maintained pursuant to 
this subdivision (15) shall be established in a form and upon such terms 
approved by the commissioner; and 
(16) Notwithstanding this title or other laws of this state, and in addition 
to § 56-13-207, in the event of an insolvency of a protected cell captive 
insurance company where the commissioner determines that one (1) or more 
protected cells remain solvent, the commissioner may separate such cells 
from the protected cell captive insurance company and may allow, on 
application of the protected cell captive insurance company, for the conver- 
sion of such protected cells into one (1) or more new or existing protected cell 
captive insurance companies, or one (1) or more other captive insurance 
companies, pursuant to such plan of operation as the commissioner deems 
acceptable. 


History. Section to Section References. 
Acts 2011, ch. 468, § 1; 2013, ch. 139, §§ 9- This section is referred to in § 56-13-206. 
12; 2015, ch. 156, §§ 14, 15. 
56-13-205. Participation in a protected cell captive insurance com- 
pany. 


(a) Associations, corporations, limited liability companies, partnerships, 
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trusts, and other business entities may be participants in any protected cell 
captive insurance company formed or licensed under this chapter. 

(b) A sponsor may be a participant in a protected cell captive insurance 
company. 

(c) A participant need not be a shareholder of the protected cell captive 
insurance company or any affiliate thereof. 

(d) A participant shall insure only its own risks through a protected cell 
captive insurance company, unless otherwise approved by the commissioner. 


History. Section to Section References. 
Acts 2011, ch. 468, § 1; 2013, ch. 139, §§ 18, This section is referred to in § 56-13-202. 
14. 


56-13-206. Combining assets. 


Notwithstanding § 56-13-204, the assets of two (2) or more protected cells 
may be combined for purposes of investment, and such combination shall not 
be construed as defeating the segregation of such assets for accounting or other 
purposes. Notwithstanding any other provision of this title, the commissioner 
may approve the use of alternative reliable methods of valuation and rating. 


History. 
Acts 2011, ch. 468, § 1; 2015, ch. 156, § 16. 


56-13-207. Application of rehabilitation and liquidation provisions. 


(a) Except as otherwise provided in this section, chapter 9 of this title shall 
apply to a protected cell captive insurance company. 

(b) Upon any order of supervision, rehabilitation, or liquidation of a pro- 
tected cell captive insurance company, the receiver shall manage the assets 
and liabilities of the protected cell captive insurance company pursuant to this 
part. 

(c) Notwithstanding chapter 9 of this title: 

(1) No assets of a protected cell shall be used to pay any expenses or 
claims other than those attributable to such protected cell; and 

(2) Aprotected cell captive insurance company’s capital and surplus shall 
at all times be available to pay any expenses of or claims against the 
protected cell captive insurance company. 


History. Section to Section References. 
Acts 2011, ch. 468, § 1. . This section is referred to in § 56-13-204. 


56-13-208. Pleadings against protected cell captive insurance com- 
pany. 


(a) The pleadings in any legal action brought by or against a protected cell 
captive insurance company shall specify which protected cell or cells are or 
should be named a party to the suit. If the general account is party to this suit, 
it likewise shall be separately identified in the pleadings as if it were a 
protected cell. 

(b) A legal action brought against a protected cell captive insurance com- 
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pany that does not specify one (1) or more protected cells shall be deemed to 
have been brought against the general account only. 

(c) Any protected cell that is not named in the pleadings of the legal action 
shall not be deemed to be a party to the legal action. Any protected cell that is 
erroneously named as a party or named without proper cause shall be entitled 
to prompt dismissal from the legal action. 

(d) Unless specified by the plan of operation, participant contract, or other 
prior contractual agreement, the assets of one (1) protected cell may not be 
encumbered or seized to satisfy the obligations of or a judgment against any 
other protected cell. No protected cell has a duty to defend the rights and 
obligations of any other protected cell. 

(e) In any legal action involving a protected cell captive insurance company 
or a protected cell, any papers, documents, or property of a nonparty protected 
cell shall be afforded the same status during discovery as the documents or 
property of any other unrelated third party. A nonparty protected cell shall 
have standing to appear and petition for any appropriate relief to protect the 
confidentiality of its papers or documents. 


History. Effective Dates. 
Acts 2016, ch. 1018, § 2. Acts 2016, ch. 1018, § 8. April 28, 2016. 
PART 3 


BRANCH CAPTIVE INSURANCE COMPANIES 


56-13-301. Establishment of branch captive insurance companies. 


(a) Abranch captive insurance company may be established in this state, in 
accordance with this chapter, to write in this state any insurance or reinsur- 
ance of the employee benefit business of its parent and affiliated companies 
that is subject to the Employee Retirement Income Security Act of 1974, as 
amended, or any insurance or reinsurance permitted to be written by captive 
insurance companies pursuant to this chapter. In addition to any applicable 
provisions of this chapter, this part shall apply to branch captive insurance 
companies. 

(b) No branch captive insurance company shall do any insurance business in 
this state unless it maintains the principal place of business for its branch 
operations in this state. 


History. section, is compiled in 5 U.S.C. §§ 5108, 5109; 

Acts 2011, ch. 468, § 1. 18 U.S.C. §§ 664, 1027, 1954; 26 U.S.C. gener- 

os api yan Bos en ally; 29 U.S.C. §§ 1221, 1222, 1302, 1381; 31 
P : U.S.C. §§ 846, 1037; 42 U.S.C. § 1320b-1. 


The federal Employee Retirement Income 
Security Act of 1974 (ERISA), referred to in this 


56-13-302. Part definitions. 


As used in this part, unless the context requires otherwise: 
(1) “Alien captive insurance company” means any insurance company 
formed to write insurance business for its parents and affiliates and licensed 
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pursuant to the laws of an alien jurisdiction which imposes statutory or 
regulatory standards in a form acceptable to the commissioner on companies 
transacting the business of insurance in such jurisdiction; 

(2) “Branch business” means any insurance business transacted by a 
branch captive insurance company in this state; | 

(3) “Branch captive insurance company” means any alien captive insur- 
ance company licensed by the commissioner to transact the business of 
insurance in this state through a business unit with a principal place of 
business in this state. A branch captive insurance company is a pure captive 
insurance company with respect to operations in this state, unless otherwise 
permitted by the commissioner; and 

(4) “Branch operations” means any business operations of a branch 
captive insurance company in this state. 


History. 
Acts 2011, ch. 468, § 1. 


56-13-303. Security for payment of liabilities. 


(a) No branch captive insurance company shall be issued a license by the 
commissioner unless it possesses and maintains, as security for the payment of 
liabilities attributable to the branch operations: 

(1) An amount equal to the amount set forth in § 56-13-105 as the 
minimum capital requirement for a pure captive insurance company; and 

(2) Reserves on such insurance policies or such reinsurance contracts as 
may be issued or assumed by the branch captive insurance company through 
its branch operations, including reserves for losses, allocated loss adjust- 
ment expenses, incurred but not reported losses, and unearned premiums 
with regard to business written through the branch operations; provided, 
however, that, the commissioner may permit a branch captive insurance 
company to credit against any such reserve requirement any security for loss 
reserves that the branch captive insurance company may post with a ceding 
insurer or that may be posted by a reinsurer with the branch captive 
insurance company, and in either case if such security remains posted. 

(b) Subject to the prior approval of the commissioner, the amounts required 
in subsection (a) may be held in the form of: 

(1) A trust formed under a trust agreement and funded by assets 
acceptable to the commissioner; 

(2) An irrevocable letter of credit issued or confirmed by a bank approved 
by the commissioner; 

(3) With respect to the amounts required in subdivision (a)(1) only, cash 
on deposit with the commissioner; or 

(4) Any combination of subdivisions (b)(1)-(3). 


History. 
Acts 2011, ch. 468, § 1. 


56-13-304. Petition for certificate of authority. 


In the case of a captive insurance company seeking to become licensed as a 
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branch captive insurance company, the alien captive insurance company shall 
petition the commissioner to issue a certificate setting forth the commissioner’s 
finding that, after considering the character, reputation, financial responsibil- 
ity, insurance experience, and business qualifications of the officers and 
directors of the alien captive insurance company, the licensing and mainte- 
nance of the branch operations will promote the general good of this state. The 
alien captive insurance company in this state after the commissioner’s certifi- 
cate of authority is issued shall also comply with titles 48 and 61. 


History. 
Acts 2011, ch. 468, § 1. 


56-13-305. Filing of reports and statements. 


Prior to March 1 of each year, or with the approval of the commissioner 
within sixty (60) days after its fiscal year-end, a branch captive insurance 
company shall file with the commissioner a copy of all reports and statements 
required to be filed under the laws of the jurisdiction in which the alien captive 
insurance company is formed, verified by oath of two (2) of its executive 
officers. If the commissioner is satisfied that the annual report filed by the 
alien captive insurance company in its domiciliary jurisdiction provides 
adequate information concerning the financial condition of the alien captive 
insurance company, the commissioner may waive the requirement for comple- 
tion of the captive annual statement for business written in the alien 
jurisdiction. 


History. 
Acts 2011, ch. 468, § 1. 


56-13-306. Examination of a branch captive insurance company. 


(a) The examination of a branch captive insurance company pursuant to 
§ 56-13-109 shall be of branch business and branch operations only, if the 
branch captive insurance company provides annually to the commissioner a 
certificate of compliance, or its equivalent, issued by or filed with the licensing 
authority of the jurisdiction in which the branch captive insurance company is 
formed, and demonstrates to the commissioner’s satisfaction that it is operat- 
ing in sound financial condition in accordance with all applicable laws and 
regulations of such jurisdiction. 

(b) As a condition of licensure, an alien captive insurance company shall 
grant authority to the commissioner for examination of the affairs of the alien 
captive insurance company in the jurisdiction in which the alien captive 
insurance company is formed. 


History. 
Acts 2011, ch. 468, § 1. 


56-13-307. Taxation. 


In the case of a branch captive insurance company, the tax provided for in 
§ 56-13-114 shall apply only to the branch business of such company. 
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History. 
Acts 2011, ch. 468, § 1. 


PART 4 
SPECIAL PURPOSE FINANCIAL CAPTIVES 


56-13-401. Creation of special purpose financial captives. 


This part provides for the creation of “special purpose financial captives” 
(SPFCs) exclusively to facilitate the securitization of one (1) or more risks, as 
a means of accessing alternative sources of capital and achieving the benefits 
of securitization. SPFCs are created for the limited purpose of entering into 
SPFC contracts and insurance securitization transactions and into related 
agreements to facilitate the accomplishment and execution of those transac- 
tions. The creation of SPFCs is intended to achieve greater efficiencies in 
structuring and executing insurance securitizations, to diversify and broaden 
sources of capital for insurers, to facilitate access for many insurers to 
insurance securitization and capital markets financing technology, and to © 
further the economic development and expand the interest of this state 
through its captive insurance program. 


History. 
Acts 2011, ch. 468, § 1. 


Section to Section References. 
This part is referred to in §§ 56-13-111, 56- 
13-121: 


56-13-402. Part definitions. 


For purposes of this part: 

(1) “Affiliated company” means a company in the same corporate system 
as a parent, by virtue of common ownership, control, operation, or 
management; 

(2) “Control”, “controlling”, “controlled by”, and “under common control 
with” mean the possession, direct or indirect, of the power to direct or cause 
the direction of the management and policies of a person, whether through 
the ownership of voting securities, by contract other than a commercial 
contract for goods or non-management services, or otherwise; provided, that 
such power is not the result of an official position with or corporate office held 
by the person. Control shall be presumed to exist if a person, directly or 
indirectly, owns, controls, holds with the power to vote, or holds proxies 
representing ten percent (10%) or more of the voting securities of another 
person. This presumption may be rebutted by a showing that control does 
not exist. Notwithstanding this subdivision (2), for purposes of this part, the 
fact that an SPFC exclusively provides reinsurance to a ceding insurer under 
an SPFC contract is not by itself sufficient grounds for a finding that the 
SPFC and ceding insurer are under common control; 

(3) “Counterparty” means an SPFC’s parent or affiliated company, a 
ceding insurer to the SPFC contract, or subject to the prior approval of the 
commissioner, a non-affiliated company; 
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(4) “Fair value” means: 

(A) As to cash, the amount of the cash; and 

(B) As to an asset other than cash: 

(i) The quoted mid-market price for the asset in active markets shall 
be used if available; or 

(ii) If the quoted mid-market price is not available: 

(a) A value determined using the best information available con- 
sidering values of similar assets and other valuation methods, such as 
present value of future cash flows, historical value of the same or 
similar assets, or comparison to values of other asset classes, the 
value of which have been historically related to the subject asset; or 

(6) The amount at which that asset could be bought or sold in a 
current transaction between arms-length, willing parties; 

(5) “Insolvency” or “insolvent” means that the SPFC or one (1) or more of 
its protected cells is unable to pay its obligations when they are due, unless 
those obligations are the subject of a bona fide dispute, or the commissioner 
previously has established by order other criteria for determining the 
solvency of the SPFC or one (1) or more of its protected cells, in which case 
the SPFC is insolvent if it fails to meet that criteria; 

(6) “Insurance securitization” and “securitization” mean a transaction or 
a group of related transactions, which: 

(A) Include capital market offerings, that are effected through related 
risk transfer instruments and facilitating administrative agreements 
where all or part of the result of such transactions is used to fund the 
SPFC’s obligations under a reinsurance contract with a ceding insurer and 
by which: 

(i) Proceeds are obtained by a special purpose financial captive 
insurance company, directly or indirectly, through the issuance of 
securities by the SPFC or any other person; or 

(ii) A person provides one (1) or more letters of credit or other assets 
for the benefit of the SPFC; that the commissioner authorizes the SPFC 
to treat such letters of credit or other assets as admitted assets for 
purposes of the SPFC’s annual report; and all or any part of such 
proceeds, letters of credit, or assets, as applicable, are used to fund the 
SPFC’s obligations under a reinsurance contract with a ceding insurer; 
and 
(B) Do not include the issuance of a letter of credit for the benefit of the 

commissioner to satisfy all or part of the SPFC’s capital and surplus 

requirements under § 56-13-406; 

(7) “Management” means the board of directors, managing board, or other 
individual or individuals vested with overall responsibility for the manage- 
ment of the affairs of the SPFC, including the election and appointment of 
officers or other of those agents to act on behalf of the SPFC; 

(8) “Organizational document” means the SPFC’s articles of incorpora- 
tion, articles of charter, articles of organization, bylaws, operating agree- 
ment, or other formation documents as required by the secretary of state 
that establish the SPFC as a legal entity or prescribes its existence; 

(9) “Parent” means any corporation, limited liability company, partner- 
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ship, or individual that directly or indirectly owns, controls, or holds with 
power to vote more than fifty percent (50%) of the outstanding voting 
securities of an SPFC; 

(10) “Protected cell” means a separate account established and main- 
tained by an SPFC for one (1) SPFC contract and the accompanying 
insurance securitization with a counterparty; 

(11) “Securities” means those different types of debt obligations, equity, 
surplus certificates, surplus notes, funding agreements, derivatives, and 
other legal forms of financial instruments; 

(12) “SPFC” or “special purpose financial captive” means a captive insur- 
ance company that has received a certificate of authority from the commis- 
sioner for the limited purposes provided for in this part; 

(13) “SPFC contract” means a contract between the SPFC and the 
counterparty pursuant to which the SPFC agrees to provide insurance or 
reinsurance protection to the counterparty for risks associated with the 
counterparty’s insurance or reinsurance business; 

(14) “SPFC securities” means the securities issued by a SPFC; and 

(15) “Surplus note” means an unsecured subordinated debt obligation 
deemed to be a surplus certificate under this title and otherwise possessing 
characteristics consistent with paragraph 3 of the Statement of Statutory 
Accounting Principles No. 41, as amended, National Association of Insur- 
ance Commissioners (NAIC). 


History. Section to Section References. 
Acts 2011, ch. 468, § 1. This section is referred to in § 56-13-412. 


56-13-403. Controlling provisions when conflict exists — Exemptions. 


(a) No provisions of this title, other than those expressly provided in this 
part, shall apply to an SPFC, and those provisions apply only as modified by 
this part. If a conflict occurs between this title and this part, this part shall 
control. 

(b) The commissioner, by rule, regulation, or order, may exempt an SPFC or 
its protected cells, on a case-by-case basis, from this chapter if the commis- 
sioner determines regulation under this chapter to be inappropriate given the 
nature of the risks to be insured. 


History. 
Acts 2011, ch. 468, § 1. 


56-13-404. Petition for certificate of authority — Transaction of busi- 
ness — Application requirements — Required filings — 
Confidentiality of information — Discoverability of infor- 
mation — Examinations and investigations — Rules and 
regulations — Fees — Taxation — Requirements for grant- 
ing certificate. 


(a) An SPFC, when permitted by its organizational documents, may apply to 
the commissioner for a certificate of authority to transact insurance or 
reinsurance business as authorized by this part. An SPFC shall only insure or 
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reinsure the risks of its counterparty. Notwithstanding any other provision of 
this part, an SPFC may purchase reinsurance to cede the risks assumed under 
the SPFC contract as approved by the commissioner. 

(b) To transact business in this state, an SPFC shall: 

(1) Comply with the procedure established in § 56-13-103(c)(1); 

(2) Obtain from the commissioner a certificate of authority authorizing it 
to conduct insurance or reinsurance business, or both, in this state; 

(3) Hold at least one (1) management meeting each year in this state; 

(4) Maintain its principal place of business in this state; 

(5) Appoint a resident registered agent to accept service of process and to 
otherwise act on its behalf in this state. If the registered agent, with 
reasonable diligence, is not found at the registered office of the SPFC, the 
commissioner shall be an agent of the SPFC upon whom any process, notice, 
or demand may be served; 

(6) Provide such documentation of the insurance securitization as re- 
quested by the commissioner immediately upon closing of the transaction, 
including: 

(A) An opinion of legal counsel with respect to compliance with this part 
and any other applicable laws as of the effective date of the transaction; 
and 

(B) A statement under oath of its president and secretary demonstrat- 
ing its financial condition; and 
(7) Provide a complete set of the documentation of the insurance securi- 

tization to the commissioner immediately following closing of the transac- 
tion. 
(c) Acomplete SPFC application shall include the following: 

(1) Acertified copy of the SPFC’s organizational documents; and 

(2) Evidence of: 

(A) The amount and liquidity of its assets relative to the risks to be 
assumed; 

(B) The adequacy of the expertise, experience, and character of the 
person or persons who manage the SPFC; 

(C) The overall soundness of the SPFC’s plan of operation; 

(D) Other factors considered relevant by the commissioner in ascertain- 
ing whether the proposed SPFC is able to meet its policy obligations; and 

(E) The applicant SPFC’s financial condition, including the source and 
form of the minimum capitalization to be contributed to the SPFC; 

(3) Aplan of operation, consisting of a description of or statement of intent 
with respect to the contemplated insurance securitization, the SPFC con- 
tract, and related transactions, which shall include: 

(A) Draft documentation or, at the discretion of the commissioner, a 
written summary of all material agreements that are entered into to 
effectuate the SPFC contract and, before the effectuation of the SPFC 
contract, the insurance securitization, to include the names of the coun- 
terparty, the nature of the risks being assumed, the proposed use of 
protected cells, if any, and the maximum amounts, purpose, and nature 
and the interrelationships of the various transactions required to effectu- 
ate the insurance securitization; 
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(B) The source and form of additional capitalization to be contributed to 
the SPFC; ‘ 

(C) The proposed investment strategy of the SPFC; 

(D) A description of the underwriting, reporting, and claims payment 
methods by which losses covered by the SPFC contract are reported, 
accounted for, and settled; and 

(E) A pro forma balance sheet and income statement illustrating 
various stress case scenarios for the performance of the SPFC under the 
SPFC contract; 

(4) Biographical affidavits in NAIC format of all of the prospective SPFC’s 
officers and directors, providing the officers’ and directors’ legal names, any 
names under which they have or are conducting their affairs, and any other 
biographical information as the commissioner may request; 

(5) An affidavit from the applicant SPFC verifying: 

(A) The applicant SPFC complies with this part; 

(B) The applicant SPFC operates only pursuant to this part; 

(C) The applicant SPFC’s investment strategy reflects and takes into 
account the liquidity of assets and the reasonable preservation, adminis- 
tration, and asset management of such assets relative to the risks 
associated with the SPFC contract and the insurance securitization 
transaction; 

(D) The securities proposed to be issued, if any, are valid legal obliga- 
tions that are either properly registered with the commissioner or consti- 
tute an exempt security or form part of an exempt transaction; and 
(6) Any other statements or documents required by the commissioner to 

evaluate and complete the licensing of the SPFC. 

(d) In addition to the information required by subsection (c) and § 56-13- 
408, if a protected cell is used, then an applicant SPFC shall file with the 
commissioner: 

(1) A business plan demonstrating how the applicant SPFC accounts for 
the loss and expense experience of each protected cell at a level of detail 
found to be sufficient by the commissioner, and how the applicant will report 
the experience to the commissioner; 

(2) A statement acknowledging that all financial records of the SPFC, 
including records pertaining to any protected cells, must be made available 
for inspection or examination by the commissioner; 

(3) All contracts or sample contracts between the SPFC and any counter- 
party, related to each protected cell; and 

(4) A description of the expenses allocated to each protected cell. 

(e) Information submitted pursuant to this section shall be and remain 
confidential, and shall not be made public by the commissioner without the 
written consent of the company, except that: 

(1) Such information may be discoverable by a party in a civil action or 
contested case to which the captive insurance company that submitted such 
information is a party, upon a showing by the party seeking to discover such 
information that: } 

(A) The information sought is relevant to and necessary for the further- 
ance of such action or case; 
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(B) The information sought is unavailable from other non-confidential 
sources; and 
(C) A subpoena issued by a judicial or administrative officer of compe- 
tent jurisdiction has been submitted to the commissioner; and 
(2) The commissioner shall have the discretion to disclose such informa- 
tion to a public officer having jurisdiction over the regulation of insurance in 
another state; provided, that: 
(A) Such public official shall agree in writing to maintain the confiden- 
tiality of such information; and 
(B) The laws of the state in which such public official serves require 
such information to be and to remain confidential. 

(f) Section 56-13-109 applies to examinations, investigations, and process- 
ing conducted pursuant this part. 

(g) SPFCs are subject to any rules or regulations promulgated pursuant to 
§ 56-13-121, unless specifically exempted from such rule. 

(h) An SPFC shall make payments to the commissioner in accordance with 
the fee schedule established in chapter 4, part 1 of this title. The commissioner 
may retain legal, financial, and examination services from outside the depart- 
ment to examine and investigate the application, the reasonable cost of which 
may be charged against the applicant. The commissioner also may use internal 
resources to examine and investigate the application based upon an hourly 
rate for the services performed or the usual and customary fee charged by the 
financial services industry for similar work subject to a minimum fee of twelve 
thousand dollars ($12,000), six thousand dollars ($6,000) of which is payable 
upon filing of the application, and the remainder upon licensure. 

(i) An SPFC shall be subject to payment of premium taxes as required by 
§ 56-13-114. 

(j) The commissioner may grant a certificate of authority authorizing the 
SPFC to transact insurance or reinsurance business as an SPFC in this state, 
upon a finding by the commissioner that: 

(1) The SPFC’s proposed plan of operation provides a reasonable and 
expected successful operation; 

(2) The terms of the SPFC contract and related transactions comply with 
this part; 

(3) The proposed plan of operation is not hazardous to any counterparty; 

(4) To the extent required by law or regulation, the commissioner or an 
equivalent regulatory authority of the state of domicile of each counterparty 
has notified the commissioner in writing or otherwise provided assurance 
satisfactory to the commissioner that it has approved or not disapproved the 
transaction; and 

(5) The certificate of authority authorizing the SPFC to transact business 
is limited only to the insurance or reinsurance activities that the SPFC is 
authorized to conduct pursuant to this part. 

(k) In evaluating the expectation of a successful operation, the commis- 
sioner shall consider, among other factors, whether the proposed SPFC and its 
management are of known good character and reasonably believed not to be 
affiliated, directly or indirectly, through ownership, control, management, 
reinsurance transactions, or other insurance or business relations, with a 
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person known to have been involved in the improper manipulation of assets, 
accounts, or reinsurance. . 

(1) To ensure the proposed plan of operation is not hazardous to any 
counterparty, the commissioner may require reasonable safeguards in the 
SPFC’s plan of operation where applicable and appropriate in the circum- 
stance, including, without limitation, that certain assets of the SPFC be held 
in a trust to secure the obligations of the SPFC to a counterparty under an 
SPFC contract. 

(m) A foreign or alien corporation or limited liability company, upon ap- 
proval of the commissioner, may become a domestic SPFC after complying with 
§ 56-13-103(c)(1)(A). After such documents are successfully filed, the foreign or 
alien corporation or limited liability company is entitled to the necessary or 
appropriate certificates or licenses to transact business as an SPFC in this 
state and is subject to the authority and jurisdiction of this state. In connection 
with this redomestication, the commissioner may waive any requirements for 
public hearings. It is not necessary for a corporation or limited liability 
company redomesticating into this state to merge, consolidate, transfer assets, 
or otherwise engage in another reorganization, other than as specified in this 
section. 


History. Section to Section References. 
Acts 2011, ch. 468, § 1. This section is referred to in § 56-13-414. 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


56-13-405. Organization of SPFC. 


(a) An SPFC may be established as a stock corporation, limited liability 
company, mutual, partnership, or other form of organization approved by the 
commissioner. 

(b) The SPFC’s organizational documents shall limit the SPFC’s authority 
to transact the business of insurance or reinsurance to those activities the 
SPFC conducts to accomplish its purpose as expressed in this part. 

(c) The SPFC shall not adopt a name that is the same as, deceptively similar 
to, or likely to be confused with or mistaken for another existing business name 
registered in this state. Any name adopted by an SPFC shall comply with titles 
48 and 61. 

(d) An SPFC shall have at least three (3) incorporators or organizers, of 
whom at least two (2) shall be residents of this state. 

(e) At least one (1) of the members of the management of the SPFC shall be 
a resident of this state. 

(f) An SPFC formed pursuant to this part has the privileges of and is subject 
to all other requirements of this state’s law applicable to its formation, as well 
as the applicable provisions contained in this part; provided, that this part 
controls if a conflict exists in this state’s law. 


History. 
Acts 2011, ch. 468, § 1. 
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56-13-406. Minimum capitalization. 


(a) An SPFC shall initially possess and maintain, minimum capitalization 
of not less than two hundred and fifty thousand dollars ($250,000). All of the 
minimum initial capitalization shall be in cash. All other funds of the SPFC in 
excess of its minimum initial capitalization shall be in the form of cash, cash 
equivalent, or securities invested as approved by the commissioner. 

(b) Additional capitalization for the SPFC shall be determined, if so re- 
quired, by the commissioner after giving due consideration to the SPFC’s plan 
of operation, feasibility study, pro-formas, and the nature of the risks being 
insured or reinsured, which may be prescribed in formulas approved by the 
commissioner. 


History. 
Acts 2011, ch. 468, § 1. 


Section to Section References. 
This section is referred to in §§ 56-13-402, 
56-13-408. 


56-13-407. Authorized activities. 


(a) An SPFC shall only insure the risks of a counterparty. 

(b) No SPFC shall issue a contract for assumption of risk or indemnification 
of loss other than an SPFC contract. However, the SPFC may cede risks 
assumed through an SPFC contract to third party reinsurers through the 
purchase of reinsurance or retrocession protection on terms approved by the 
commissioner. 

(c) An SPFC may enter into contracts and conduct other commercial 
activities related or incidental to and necessary to fulfill the purposes of the 
SPFC contract, insurance securitization, and this part. Those activities may 
include, but are not limited to: 

(1) Entering into SPFC contracts; 

(2) Issuing SPFC securities in accordance with applicable securities law; 

(3) Complying with the terms of such contracts or securities; 

(4) Entering into trust, guaranteed investment contract, letter of credit, 
swap, tax, administration, reimbursement, or fiscal agent transactions; and 

(5) Complying with trust indenture, reinsurance, or retrocession; and 
agreements necessary or incidental to effectuate an insurance securitization 
in compliance with this part or the plan of operation approved by the 
commissioner. 

(d)(1) An SPFC shall discount its reserves at discount rates as approved by 

the commissioner. 

(2) An SPFC shall maintain reserves that are actuarially sufficient to 
support the liabilities incurred by SPFC in reinsuring life insurance policies. 

(3) An SPFC shall file annually with the commissioner an actuarial 
opinion on reserves provided by an approved independent actuary. 


History. 
Acts 2011, ch. 468, § 1. 
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56-13-408. Making insurance securitizations more efficient — Condi- 
tions for establishing and maintaining SPFC. 


(a) This section and § 56-13-409 provide a basis for the creation and use of 
protected cells by an SPFC as a means of accessing alternative sources of 
capital, lowering formation and administrative expenses, and generally mak- 
ing insurance securitizations more efficient. If a conflict exists between this 
chapter and either this section or § 56-13-409, either this section or § 56-13- 
409 shall control, as applicable. 

(b) An SPFC may establish and maintain one (1) or more protected cells 
with prior written approval of the commissioner and subject to compliance 
with the applicable provisions of this part and the following conditions: 

(1) A protected cell shall be established only for the purpose of insuring or 
reinsuring risks of one (1) or more SPFC contracts with a counterparty with 
the intent of facilitating an insurance securitization; 

(2) Each protected cell shall be accounted for separately on the books and 
records of the SPFC to reflect the financial condition and results of 
operations of the protected cell, net income or loss, dividends, or other 
distributions to the counterparty for the SPFC contract with each cell, and 
other factors as may be provided in the SPFC contract, insurance securiti- 
zation transaction documents, plan of operation, or business plan, or as 
required by the commissioner; 

(3) Amounts attributed to a protected cell under this part, including 
assets transferred to a protected cell account, are owned by the SPFC, and 
no SPFC shall be, or hold itself out to be, a trustee with respect to those 
protected cell assets of that protected cell account; 

(4) All attributions of assets and liabilities between a protected cell and 
the general account shall be in accordance with the plan of operation 
approved by the commissioner. No other attribution of assets or liabilities 
shall be made by an SPFC between the SPFC’s general account and its 
protected cell or cells. The SPFC shall attribute all insurance obligations, 
assets, and liabilities relating to an SPFC contract and the related insurance 
securitization transaction, including any securities issued by the SPFC as 
part of the insurance securitization, to a particular protected cell. The rights, 
benefits, obligations, and liabilities of any securities attributable to that 
protected cell and the performance under an SPFC contract and the related 
securitization transaction and any tax benefits, losses, refunds, or credits 
allocated, or any of them, at any point in time pursuant to a tax allocation 
agreement between the SPFC and the SPFC’s counterparty, parent, or 
company or group company, or any of them, in common control with them, as 
the case may be, including any payments made by or due to be made to the 
SPFC pursuant to the terms of the agreement, shall reflect the insurance 
obligations, assets, and liabilities relating to the SPFC contract and the 
insurance securitization transaction that are attributed to a particular 
protected cell; 

(5) No assets of a protected cell shall be chargeable with liabilities arising 
out of an SPFC contract related to or associated with another protected cell. 
However, one (1) or more SPFC contracts may be attributed to a protected 
cell only if the SPFC contracts are intended to be, and ultimately are, part 
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of a single securitization transaction; 

(6) No sale, exchange, or other transfer of assets shall be made by the 
SPFC between, or among, any of the SPFC’s protected cells without the 
consent of the commissioner, counterparty, and each protected cell; 

(7) Except as otherwise contemplated in the SPFC contract or related 
insurance securitization transaction documents, or both no sale, exchange, 
transfer of assets, dividend, or distribution shall be made from a protected 
cell to a counterparty or parent without the commissioner’s approval and the 
sale, exchange, transfer, dividend, or distribution shall not be approved if the 
sale, exchange, transfer, dividend, or distribution would result in a protected 
cell’s insolvency or impairment; and 

(8) An SPFC may pay interest or repay principal, or both, and make 
distributions or repayments with respect to any securities attributed to a 
particular protected cell from assets or cash flows relating to, or emerging 
from, the SPFC contract and the insurance securitization transactions that 
are attributable to that particular protected cell in accordance with this part 
or as otherwise approved by the commissioner. 

(c) No SPFC contract with, or attributable to, a protected cell shall take 
effect without the commissioner’s prior written approval, and the addition of 
each new protected cell constitutes a change in the business plan requiring the 
commissioner’s prior written approval. The commissioner may retain legal, 
financial, and examination services from outside the department to examine 
and investigate the application for a protected cell, the reasonable cost of 
which may be charged against the applicant, or the commissioner may use 
internal resources to examine and investigate the application, the reasonable 
cost of which may be charged against the applicant, or both. 

(d) An SPFC utilizing protected cells shall possess and maintain minimum 
capitalization separate and apart from the capitalization of its protected cell or 
cells in an amount determined by the commissioner after giving due consid- 
eration of the SPFC’s business plan, feasibility study, and pro-formas, includ- 
ing the nature of the risks to be insured or reinsured. For purposes of 
determining the capitalization of each protected cell, an SPFC shall initially 
capitalize and maintain capitalization in each protected cell in the amount and 
manner required for an SPFC in § 56-13-406. 

(e) The establishment of one (1) or more protected cells alone shall not 
constitute, and shall not be deemed to be, a fraudulent conveyance, an intent 
by the SPFC to defraud creditors, or the carrying out of business by the SPFC 
for any other fraudulent purpose. 


History. Section to Section References. 
Acts 2011, ch. 468, § 1. This section is referred to in § 56-13-404. 


56-13-409. Protected cell not a separate legal person — Naming of 
protected cell — Contacting — Creditors — Use of assets — 
Security interests — Administrative and accounting pro- 
cedures — Contracts and documentation — Annual state- 
ments — Insolvency. 


(a)(1) The creation of a protected cell shall not create, with respect to that 
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protected cell, a legal person separate from the SPFC. 

(2) Notwithstanding subdivision (a)(1), a protected cell shall have its own 
distinct name or designation that includes the words “protected cell”. The 
SPFC shall transfer all assets attributable to the protected cell to one (1) or 
more separately established and identified protected cell accounts bearing 
the name or designation of that protected cell. 

(3) Although a protected cell is not a separate legal person, the property 
of an SPFC in a protected cell is subject to orders of a court by name as the 
property would have been if the protected cell were a separate legal person. 

(4) The property of an SPFC in a protected cell shall be served in its own 
name with process in all civil actions or proceedings involving or relating to 
the activities of that protected cell or a breach by the SPFC of a duty to the 
protected cell or to a counterparty to a transaction linked or attributed to it 
by serving the SPFC. 

(5) A protected cell exists only at the pleasure of the SPFC. At the 
cessation of business of a protected cell in accordance with the plan approved 
by the commissioner, the SPFC shall close out the protected cell account. 
(b) Nothing in this section shall be construed to prohibit an SPFC from 

contracting with, or arranging for, an investment advisor, commodity trading 
advisor, or other third party to manage the assets of a protected cell, if all 
remuneration, expenses, and other compensation of the third party advisor or 
manager are payable from the assets of that protected cell and not from the 
assets of other protected cells or the assets of the SPFC’s general account, 
unless approved by the commissioner. 

(c) Creditors with respect to a protected cell are not entitled to have recourse 
against the protected cell assets of other protected cells or the assets of the 
SPFC’s general account. If an obligation of an SPFC relates only to the general 
account, the obligation of the SPFC extends only to that creditor, with respect 
to that obligation, and the creditor is entitled to have recourse only to the 
assets of the SPFC’s general account. 

(d) The assets of the protected cell shall not be used to pay expenses or 
claims other than those attributable to the protected cell. Protected cell assets 
are available only to the SPFC contract counterparty and other creditors of the 
SPFC that are creditors only with respect to that protected cell and, accord- 
ingly, are entitled, in conformity with this part, to have recourse to the 
protected cell assets attributable to that protected cell. The assets of the 
protected cell are protected from the creditors of the SPFC that are not 
creditors with respect to that protected cell and who, accordingly, are not 
entitled to have recourse to the protected cell assets attributable to that 
protected cell. If an obligation of an SPFC to a person or counterparty arises 
from an SPFC contract or related insurance securitization transaction, or is 
otherwise incurred, with respect to a protected cell, then the obligation shall: 

(1) Extend only to the protected cell assets attributable to that protected 
cell, and the person or counterparty, with respect to that obligation, is 
entitled to have recourse only to the protected cell assets attributable to that 
protected cell; and 

(2) Not extend to the protected cell assets of another protected cell or the 
assets of the SPFC’s general account, and the person or counterparty, with 
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respect to that obligation, is not entitled to have recourse to the protected 
cell assets of another protected cell or the assets of the SPFC’s general 
account. The SPFC’s capitalization held separate and apart from the 
capitalization of its protected cell or cells must be available at all times to 
pay expenses of or claims against the SPFC and may not be used to pay 
expenses or claims attributable to any protected cell. 

(e) Notwithstanding any other provision of law, an SPFC may allow for a 
security interest in accordance with applicable law to attach to protected cell 
assets or a protected cell account when in favor of a creditor of the protected 
cell or to facilitate an insurance securitization, including, without limitation, 
the issuance of the SPFC contract, to the extent those protected cell assets are 
not required at all times to support the risk, but without otherwise affecting 
the discharge of liabilities under the SPFC contract, or as otherwise approved 
by the commissioner. 

(f) An SPFC shall establish administrative and accounting procedures 
necessary to properly identify the one (1) or more protected cells of the SPFC 
and the protected cell assets and protected cell liabilities to each protected cell. 
An SPFC shall keep protected cell assets and protected cell liabilities: 

(1) Separate and separately identifiable from the assets and liabilities of 
the SPFC’s general account; and 

(2) Attributable to one (1) protected cell separate and separately identi- 
fiable from protected cell assets and protected cell liabilities attributable to 
other protected cells. 

(g) All contracts or other documentation reflecting protected cell liabilities 
shall clearly indicate that only the protected cell assets are available for the 
satisfaction of those protected cell liabilities. In all SPFC insurance securiti- 
zations involving a protected cell, the contracts or other documentation 
effecting the transaction shall contain provisions identifying the protected cell 
to which the transaction is attributed. In addition, the contracts or other 
documentation shall clearly disclose that the assets of that protected cell, and 
only those assets, are available to pay the obligations of that protected cell. 
Notwithstanding this subsection (g), and subject to this part and other 
applicable law or regulations, the failure to include this language in the 
contracts or other documentation shall not be used as the sole basis by 
creditors, insureds or reinsureds, insurers or reinsurers, or other claimants to 
circumvent this section. 

(h) An SPFC with protected cells shall annually file with the department 
accounting statements and financial reports required by this part, which, at 
least, shall: 

(1) Detail the financial experience of each protected cell and the SPFC 
separately; and 

(2) Provide the combined financial experience of the SPFC and all 
protected cells. 

(i) An SPFC with protected cells shall notify the commissioner in writing 
within ten (10) business days of a protected cell becoming insolvent. 


History. Section to Section References. 
Acts 2011, ch. 468, § 1. This section is referred to in § 56-13-408. 
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56-13-410. Issuing securities. 


(a) An SPFC may issue securities, including surplus notes and other forms 
of financial instruments, subject to and in accordance with applicable law, its 
approved plan of operation, and its organizational documents. 

(b) An SPFC, in connection with the issuance of securities, may enter into 
and perform all of its obligations under any required contracts to facilitate the 
issuance of these securities. 

(c) Subject to the approval of the commissioner, an SPFC may lawfully: 

(1) Account for the proceeds of surplus notes as surplus and not as debt for 
purposes of statutory accounting; and 

(2) Submit for prior approval of the commissioner periodic written re- 
quests for payments of interest on and repayments of principal of surplus 
notes. In lieu of approval of periodic written requests for authorization to 
make payments of interest on and repayments of principal of surplus notes 
and other debt obligations issued by the SPFC, the commissioner may 
approve a formula or plan, which shall be included in the SPFC’s plan of 
operation as amended from time to time, for payment of interest, principal, 
or both with respect to such surplus notes and debt obligations. 

(d) The commissioner, without otherwise prejudicing the commissioner’s 
authority, may approve formulas for an ongoing plan of interest payments or 
principal repayments, or both, to provide guidance in connection with the 
commissioner’s ongoing reviews of requests to approve the payments on and 
principal repayments of the surplus notes. 

(e) The obligation to repay principal or interest, or both, on the securities 
issued by the SPFC must reflect the risk associated with the obligations of the 
SPFC to the counterparty under the SPFC contract. 


History. 
Acts 2011, ch. 468, § 1. 


56-13-411. Asset management agreements. 


An SPFC may enter into swap agreements, or other forms of asset manage- 
ment agreements, including guaranteed investment contracts, or other trans- 
actions that have the objective of leveling timing differences in funding of 
up-front or ongoing transaction expenses or managing asset, credit, or interest 
rate risk of the investments to ensure that the investments are sufficient to 
assure payment or repayment of the securities, and related interest or 
principal payments, issued pursuant to an SPFC insurance securitization 
transaction or the obligations of the SPFC under the SPFC contract. 


History. 
Acts 2011, ch. 468, § 1. 


56-13-412. Reinsurance. 


(a) An SPFC may reinsure only the risks of a ceding insurer, pursuant to a 
reinsurance contract. No SPFC shall issue a contract of insurance or a contract 
for assumption of risk or indemnification of loss other than such reinsurance 
contract. 
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(b) Unless otherwise approved in advance by the commissioner, no SPFC 
shall assume or retain exposure to insurance or reinsurance losses for its own 
account that are not funded by: 

(1) Proceeds from an insurance securitization or letters of credit or other 

assets described in § 56-13-402; 

(2) Premium and other amounts payable by the ceding insurer to the 

SPFC pursuant to the reinsurance contract; and 

(3) Any return on investment of the items described in subdivisions (b)(1) 

and (2). 

(c) The reinsurance contract shall contain all provisions reasonably re- 
quired or approved by the commissioner, which requirements shall take into 
account the laws applicable to the ceding insurer regarding the ceding insurer 
taking credit for the reinsurance provided under such reinsurance contract. 

(d) An SPFC may cede risks assumed through a reinsurance contract to one 
(1) or more reinsurers through the purchase of reinsurance, subject to the prior 
approval of the commissioner. 

(e) An SPFC may enter into contracts and conduct other commercial 
activities related or incidental to and necessary to fulfill the purposes of the 
reinsurance contract, the insurance securitization, and this part, provided 
such contracts and activities are included in the SPFC’s plan of operation or 
are otherwise approved in advance by the commissioner. Such contracts and 
activities may include but are not limited to: 

(1) Entering into SPFC contracts; 

(2) Issuing SPFC securities in accordance with applicable securities law; 

(3) Complying with the terms of such contracts or securities; 

(4) Entering into trust, guaranteed investment contract, letter of credit, 
swap, tax, administration, reimbursement, or fiscal agent transactions; and 

(5) Complying with trust indenture, reinsurance, or retrocession; and 
other agreements necessary or incidental to effectuate an insurance securi- 
tization in compliance with this part or the plan of operation approved by the 
commissioner. 

(f) Unless otherwise approved in advance by the commissioner, a reinsur- 
ance contract shall not contain any provision for payment by the SPFC in 
discharge of its obligations under the reinsurance contract to any person other 
than the ceding insurer or any receiver of the ceding insurer. 

(g) An SPFC shall notify the commissioner immediately of any action by a 
ceding insurer or any other person to foreclose on or otherwise take possession 
of collateral provided by the SPFC to secure any obligation of the SPFC. 

(h) In the SPFC insurance securitization, the contracts or other relating 
documentation shall contain provisions identifying the SPFC. 

(i) Unless otherwise approved by the commissioner, no SPFC shall enter 
into an SPFC contract with a person that is not licensed or otherwise 
authorized to transact the business of insurance or reinsurance in at least its 
state or country of domicile. 

(j) No SPFC shall: 

(1) Have any direct obligation to the policyholders or reinsureds of the 
counterparty; or 

(2) Lend or otherwise invest, or place in custody, trust, or under manage- 
ment any of its assets with, or to borrow money or receive a loan from, other 
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than by issuance of the securities pursuant to an insurance securitization, or 
advance from, anyone convicted of a felony, anyone who is untrustworthy or 
of known bad character, or anyone convicted of a criminal offense involving 
the conversion or misappropriation of fiduciary funds or insurance accounts, 
theft, deceit, fraud, misrepresentation, or corruption. 


History. Section to Section References. _ 
Acts 2011, ch. 468, § 1. This section is referred to in § 56-13-1038. 


56-13-4138. No securities considered to be insurance or reinsurance 
contracts. 


No securities issued by an SPFC pursuant to an insurance securitization 
shall be considered to be insurance or reinsurance contracts. No investor in 
these securities or a holder of these securities, by sole means of this investment 
or holding, shall be considered to be transacting the business of insurance in 
this state. The underwriter’s placement or selling agents and their partners, 
directors, officers, members, managers, employees, agents, representatives, 
and advisors involved in an insurance securitization pursuant to this part 
shall not be considered to be insurance producers or brokers or conducting 
business as an insurance or reinsurance company or agency, brokerage, 
intermediary, advisory, or consulting business only by virtue of their activities 
in connection with an insurance securitization. 


History. 
Acts 2011, ch. 468, § 1. 


56-13-414. Preservation and administration of assets — Disclosures — 
Restrictions on investments. 


(a) The assets of an SPFC shall be preserved and administered by or on 
behalf of the SPFC to satisfy the liabilities and obligations of the SPFC 
incident to the reinsurance contract, the insurance securitization, and other 
related agreements. 

(b) In the insurance securitization, the security offering memorandum or 
other document issued to prospective investors regarding the offer and sale of 
a surplus note or other security shall include a disclosure that all or part of the 
proceeds of such insurance securitization will be used to fund the SPFC’s 
obligations to the ceding insurer. 

(c) No SPFC shall be subject to any restriction on investments other than 
the following: 

(1) The commissioner may limit investments by an SPFC to those 
categories and amounts of authorized investments delineated in chapter 3, 
parts 3 or 4 of this title, as applicable and as amended from time to time; 

(2) No SPFC shall make a loan to any person other than as permitted 
under its plan of operation or as otherwise approved in advance by the 
commissioner; and 

(3) The commissioner may prohibit or limit any investment that threat- 
ens the solvency or liquidity of the SPFC unless the investment is otherwise 
approved in its plan of operation or in an order issued to the SPFC pursuant 
to § 56-13-404, as either is amended from time to time. 
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History. 
Acts 2011, ch. 468, § 1. 


56-13-415. Dividends. 


(a) No SPFC shall declare or pay dividends in any form to its owners other 
than in accordance with the insurance securitization transaction agreements, 
and in no extent shall the dividends decrease the capital of the SPFC below two 
hundred fifty thousand dollars ($250,000). After giving effect to the dividends, 
the assets of the SPFC, including assets held in trust pursuant to the terms of 
the insurance securitization, shall be sufficient to satisfy the commissioner 
that the SPFC can meet its obligations. Approval by the commissioner of an 
ongoing plan for the payment of dividends or other distribution by an SPFC 
must be conditioned upon the retention, at the time of each payment, of capital 
or surplus equal to or in excess of amounts specified by, or determined in 
accordance with formulas approved for the SPFC by the commissioner. 

(b) The dividends may be declared by the management of the SPFC if the 
dividends do not violate this part or jeopardize the fulfillment of the obligations 
of the SPFC or the trustee pursuant to the SPFC insurance securitization 
agreements, the SPFC contract, or any related transaction and other provi- 
sions of this part. 


History. 
Acts 2011, ch. 468, § 1. 


56-13-416. Approval required for material changes in plan of opera- 
tion. 


(a) Any material change of the SPFC’s plan of operation, whether or not 
through an SPFC protected cell, shall require prior approval of the commis- 
sioner. The following transactions do not constitute material change for 
purposes of this section: 

(1) If initially approved in the plan of operation, securities subsequently 
issued to continue the securitization activities of the SPFC either during or 
after expiration, redemption, or satisfaction, of all of these, of part or all of 
the securities issued pursuant to initial insurance securitization transac- 
tions; and 

(2) Achange and substitution in a counterparty to a swap transaction for 
an existing insurance securitization as allowed pursuant to this part if the 
replacement swap counterparty carries a similar or higher rating to its 
predecessor with two (2) or more nationally recognized rating agencies. 

(b) No later than six (6) months after the fiscal year-end of the SPFC, the 
SPFC shall file with the commissioner an audit by a certified public accounting 
firm of the financial statements of the SPFC and the trust accounts. 

(c) An SPFC shall report using statutory accounting principles, unless the 
commissioner requires, approves, or accepts the use of generally accepted 
accounting principles or other comprehensive basis of accounting, in each case 
the commissioner may require, approve, or accept any appropriate or neces- 
sary modifications or adaptations. The commissioner may require the report to 
be supplemented by additional information. 

(d) Each SPFC shall file by March 1, a statement of operations, using either 
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generally accepted accounting principles or, if approved, accepted or required 
by the commissioner, statutory accounting principles with useful or necessary 
modifications or adaptations for the type of insurance and kinds of insurers to 
be reported upon, and as supplemented by additional information required by 
the commissioner. The statement of operations shall include a statement of 
income, a balance sheet, and may include a detailed listing of invested assets, 
including identification of assets held in trust to secure the obligations of the 
SPFC under the SPFC contract. The SPFC also may include with the filing risk 
based capital calculations and other adjusted capital calculations to assist the 
commissioner with evaluating the levels of the surplus of the SPFC for the year 
ending on December 31st of the previous year. The statements shall be 
prepared on forms required by the commissioner. In addition, the commis- 
sioner may require the filing of performance assessments of the SPFC contract. 

(e) An SPFC shall maintain the SPFC’s records in this state unless 
otherwise approved by the commissioner and shall make its records available 
for examination by the commissioner at any time. The SPFC shall keep its 
books and records in such manner that its financial condition, affairs, and 
operations can be ascertained and so that the commissioner may readily verify 
its financial statements and determine its compliance with this part. 

(f) All original books, records, documents, accounts, and vouchers shall be 
preserved and kept available in this state for the purpose of examination and 
until authority to destroy or otherwise dispose of the records is secured from 
the commissioner. The original records, however, may be kept and maintained 
outside this state if, according to a plan adopted by the management of the 
SPFC and approved by the commissioner, it maintains suitable copies instead 
of the originals. The books or records may be photographed, reproduced on 
film, or stored and reproduced electronically. 


History. 
Acts 2011, ch. 468, § 1. 


56-13-417. Cessation of business. 


At the cessation of business of an SPFC following termination or cancellation 
of an SPFC contract and the redemption of any related securities issued in 
connection with the SPFC contract, the authority granted by the commissioner 
expires or, in the case of retiring and surviving protected cells, is modified, and 
the SPFC is no longer authorized to conduct activities unless and until a new 
or modified certificate of authority is issued pursuant to a new filing under this 
part or as agreed by the commissioner. 


History. 
Acts 2011, ch. 468, § 1. 


56-13-418. Applicability of insolvency provisions. 


(a) Except as otherwise provided in this section, chapter 9 of this title shall 
apply in full to an SPFC. 
(b) Upon any order of supervision, rehabilitation, or liquidation of an SPFC, 
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the receiver shall manage the assets and liabilities of the SPFC pursuant to 
this part. 
(c) Notwithstanding chapter 9 of this title: 
(1) No asset of a protected cell shall be used to pay any expenses or claims 
other than those attributable to such protected cell; and 
(2) An SPFC’s capital and surplus shall, at all times, be available to pay 
any expenses of or claims against the SPFC. 


History. 
Acts 2011, ch. 468, § 1. 


CHAPTER 14 
SURPLUS LINES INSURANCE 


Section 

56-14-101. Short title — Applicability. 

56-14-102. Chapter definitions. 

56-14-103. Surplus lines insurance authorized. 

56-14-104. Surplus lines agent’s license. 

56-14-105. Eligibility for surplus lines insurance. 

56-14-106. Verified report of surplus lines insurance transactions — Procedure for effecting 
surplus lines contracts. 

56-14-107. Requirements for surplus lines contracts. 

56-14-108. Eligibility of surplus lines insurers. 

56-14-109. Unauthorized insurers. 

56-14-110. Validity of contracts. 

56-14-111. Liability of surplus lines insurer for losses and unearned premiums. 

56-14-112. Actions against insurer — Service of process. 

56-14-113. Premiums subject to a gross premium tax — Amount. 

56-14-114. Advertising. 

56-14-115. Commissions. 

56-14-116. Keeping of records. 

56-14-117. Violations and penalties. 


Code Commission Notes. Former part 1 of  T.C.A. §§ 56-14-101 to 56-14-117 by authority 
this chapter was deleted and renumbered as__ of the Code Commission in 2016. 


56-14-101. Short title — Applicability. 


(a) This chapter shall be known and may be cited as the “Surplus Lines 
Insurance Act.” This part shall apply to surplus lines transactions where the 
insured’s home state, as defined by § 56-14-102, is this state. 

(b) This chapter shall apply to surplus lines transactions where the in- 
sured’s home state, as defined by § 56-14-102, is this state. 


History. Section to Section References. 
Acts 1969, ch. 270, § 1; T.C.A., § 56-3801; Chapters 14-16 are referred to in § 56-1-501. 
Acts 2011, ch. 446, § 1. This chapter is referred to in §§ 55-12-141, 
56-2-105, 56-6-101, 56-6-102, 56-6-108, 56-45- 


Code Commission Notes. Former part 1 of 
this chapter was deleted and renumbered as 
T.C.A. §§ 56-14-101 to 56-14-117 by authority 
of the Code Commission in 2016. 
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56-14-102. Chapter definitions. 


As used in this chapter, unless the context otherwise requires: 

(1) “Admitted company” or “authorized company” means an insurance 
company qualified and licensed to transact business under this title; 

(2) “Affiliate” means, with respect to an insured, any entity that controls 
the insured, is controlled by the insured or is under common control with the 
insured; 

(3) “Affiliated group” means a group of entities in which each entity, with 
respect to an insured, controls the insured, is controlled by the insured, or is 
under common control with the insured; 

(4) “Alien insurance company” means an insurance company incorporated 
or formed under the laws of any country other than the United States; 

(5) “Commissioner” means the commissioner of commerce and insurance; 

(6) “Control” means: 

(A) To own, control, or have the power of an entity directly, indirectly, or 
acting through one or more other persons to vote twenty-five percent (25%) 
or more of any class of voting securities of another entity; or 

(B) To direct, by an entity, in any manner, the election of a majority of 
the directors or trustees of another entity; 

(7) “Department” means the department of commerce and insurance; 

(8)(A) “Exempt commercial purchaser” means any person purchasing 

commercial insurance that, at the time of placement, meets the following 

requirements: 

(i) The person employs or retains a qualified risk manager to negoti- 
ate insurance coverage; 

(ii) The person has paid aggregate nationwide commercial property 
and casualty insurance premiums in excess of one hundred thousand 
dollars ($100,000) in the immediately preceding twelve (12) months; and 

(iii) The person meets at least one (1) of the following criteria: 

(a) The person possesses a net worth in excess of twenty million 
dollars ($20,000,000), as such amount is adjusted pursuant to subdi- 
vision (7)(B); 

(b) The person generates annual revenue in excess of fifty million 
dollars ($50,000,000), as such amount is adjusted pursuant to subdi- 
vision (7)(B); 

(c) The person employs more than five hundred (500) full-time or 
full-time equivalent employees per individual insured or is a member 
of an affiliated group employing more than one thousand (1,000) 
employees in the aggregate; 

(qd) The person is a not-for-profit organization or public entity 
generating annual budgeted expenditures of at least thirty million 
dollars ($30,000,000), as such amount is adjusted pursuant to subdi- 
vision (7)(B); or 

(e) The person is a local governmental entity with a population in 
excess of fifty thousand (50,000) inhabitants; 

(B) Beginning on the fifth occurrence of January 1 after June 10, 2011, 
and each fifth occurrence of January 1 thereafter, the amounts in subdi- 
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visions (7)(A)(iii)(a), (6), and (d) shall be adjusted to reflect the percentage 

change for such five-year period in the consumer price index for all urban 

consumers published by the federal bureau of labor statistics; 

(9) “Foreign” has the same meaning as in § 56-1-102; 

(10)(A) “Home state,” except as provided in subdivision (9)(B), means, 

with respect to an insured: 

(i) The state in which an insured maintains its principal place of 
business or, in the case of an individual, the individual’s principal 
residence; or 

(ii) If one hundred percent (100%) of the insured risk is located out of 
the state referred to in subdivision (9)(A)G), the state to which the 
greatest percentage of the insured’s taxable premium for that insurance 
contract is allocated; 

(B) If more than one (1) insured from an affiliated group are named 
insureds on a single nonadmitted insurance contract, “home state” means 
the home state, as determined pursuant to subdivision (9)(A), of the 
member of the affiliated group that has the largest percentage of premium 
attributed to it under such insurance contract; 

(C) When determining the home state of the insured, the principal place 
of business is the state in which the insured maintains its headquarters 
and where the insured’s high-level officers direct, control, and coordinate 
the business activities of the insured; 

(11) “Insurance company” has the same meaning as in § 56-1-102; 

(12) “Nonadmitted company” or “unauthorized company” means an insur- 
ance company not licensed to transact business in this state under this title; 

(13) “Nonadmitted insurance” or “surplus lines insurance” means any 
insurance coverage permitted by § 56-14-105 to be placed directly or 
through surplus lines agents with a nonadmitted insurer eligible pursuant 
to § 56-14-108; 

(14) “Nonadmitted insurer” means, with respect to a state, an insurer not 
licensed to engage in the business of insurance in such state; provided, 
however, such term does not include a risk retention group, as defined in 15 
U.S.C. § 3901(a)(4); 

(15) “Qualified risk manager” means, with respect to a policyholder of 
commercial insurance, a person who meets the following requirements: 

(A) The person is an employee of, or third-party consultant retained by, 
the commercial policyholder; 

(B) The person provides skilled services in loss prevention, loss reduc- 
tion, or risk and insurance coverage analysis, and purchase of insurance; 
and 

(C) The person meets the standards set out in one (1) of the following 
categories: 

(i) The person has: 

(a) A bachelor’s degree or higher from an accredited college or 
university in risk management, business administration, finance, 
economics, or any other field determined by a state insurance com- 
missioner or other state regulatory official or entity to demonstrate 
minimum competence in risk management; and 
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(b) Either of the following: 

(1) Three (8) years of experience in risk financing, claims admin- 
istration, loss prevention, risk and insurance analysis or purchas- 
ing commercial lines of insurance; 

(2) A designation as a Chartered Property and Casualty Under- 
writer issued by the American Institute for Chartered Property and 
Casualty Underwriter, Insurance Institute of America; 

(3) Adesignation as an Associate in Risk Management issued by 
the American Institute for Chartered Property and Casualty Un- 
derwriter, Insurance Institute of America; 

(4) A designation as a Certified Risk Manager issued by the 
National Alliance for Insurance Education and Research; 

(5) A designation as a RIMS Fellow issued by the Global Risk 
Management Institute; or 

(6) Any other designation, certification, or license determined by 
a state insurance commissioner or other state insurance regulatory 
official or entity to demonstrate minimum competency in risk 
management; 

(ii) The person has: 

(a) At least seven (7) years of experience in risk financing, claims 
administration, loss prevention, risk and insurance coverage analysis, 
or purchasing commercial lines of insurance; and 

(6) Any one (1) of the designations set out in subdivision 
(15)(C)G)(6); 

(iii) The person has at least ten (10) years of experience in risk 
financing, claims administration, loss prevention risk and insurance 
coverage analysis, or purchasing commercial lines of insurance; or 

(iv) The person has a graduate degree from an accredited college or 
university in risk management, business administration, finance, eco- 
nomics, or any other field determined by a state insurance commissioner 
or other state regulatory official or entity to demonstrate minimum 
competence in risk management; 

(16) “State” includes any state in the United States, the District of 
Columbia, the Commonwealth of Puerto Rico, Guam, the Northern Mariana 
Islands, the Virgin Islands, and American Samoa; 

(17) “Surplus lines agent” means an agent who is licensed under chapter 
6, part 1 of this title who is granted a surplus lines license in accordance with 
this chapter; 

(18) “Surplus lines insurer” means an unauthorized company in which a 
nonadmitted insurance coverage is placed or may be placed under this 
chapter; and 

(19) “Writing agent” means the licensed insurance agent who accepts the 
application for nonadmitted insurance directly or indirectly from the pro- 
spective insured. | 


History. ch. 137, § 2; impl. am. Acts 1975, ch. 68, § 1; 
Acts 1969, ch. 270, § 2; impl. am. Acts 1971, T.C.A.,§ 56-3802; Acts 2001, ch. 220, § 1; 2011, 
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ch. 446, § 1. Compiler’s Notes. 
For table of populations of Tennessee munici- 


Code Commission Notes. Former part 1 of  palities see Volume 13 and its supplement. 


this chapter was deleted and renumbered as 
T.C.A. §§ 56-14-101 to 56-14-117 by authority Section to Section References. 
of the Code Commission in 2016. This section is referred to in § 56-14-101. 


56-14-103. Surplus lines insurance authorized. 


(a) If insurance coverages of insureds, whose home state is this state, cannot 
be procured from admitted companies after diligent effort, except if an exempt 
commercial purchaser, the coverages, designated as surplus lines insurance, 
may be procured from unauthorized companies, subject to the following 
conditions: 

(1) The insurance must be eligible for surplus lines under § 56-14-105; 

(2) The insurer must be an eligible surplus lines insurer under 
§ 56-14-109; 

(3) The writing agent must be a licensed surplus lines agent; and 

(4) Any other applicable provisions of this chapter must be followed. 

(b) Any surplus lines insurance of an insured, whose home state is this 
state, shall be deemed to be insurance procured, or continued or renewed in 
this state for purposes of subsection (a). 


History. T.C.A. §§ 56-14-101 to 56-14-117 by authority 
Acts 1969, ch. 270, § 3; T.C.A., § 56-3803; of the Code Commission in 2016. 
Acts 2011, ch. 446, § 1. 
Ae Section to Section References. 
Code Commission Notes. Former part 1 of This section is referred to in § 56-14-108. 
this chapter was deleted and renumbered as 


56-14-104. Surplus lines agent’s license. 


(a) The commissioner may issue a surplus lines license to any agent licensed 
pursuant to chapter 6 of this title. Such license shall grant the agent authority 
to procure the kinds of insurance provided for in this chapter from unauthor- 
ized companies in this state under the conditions prescribed in this chapter. 

(b) Every license issued pursuant to this section shall be for a twenty-four 
month term. A license fee in the amount of one hundred and twenty dollars 
($120) shall be paid to the commissioner in advance of issuance or renewal of 
a license. Licenses expiring on December 31, 2011, shall be extended until the 
next scheduled renewal of a producer’s license issued under chapter 6 of this 
title and may be renewed biennially thereafter. New licenses issued on or after 
January 1, 2012, may be renewed for ensuing periods of twenty-four (24) 
months expiring on the last day of the producer’s birth month. 

(c) Before the commissioner may issue or renew a license, the agent seeking 
licensure or renewal of a license shall file an application in a form that the 
commissioner prescribes. 

(d) Before a license is issued, the applicant shall hold a valid license from 
the department authorizing the applicant to write the coverages provided for 
in this chapter with a company licensed to transact business in this state. The 
commissioner may participate in the NAIC producer licensing database. 


56-14-105 


History. 
Acts 1969, ch. 270, § 4; T.C.A., § 56-3804; 
Acts 2001, ch. 333, § 5; 2011, ch. 446, § 1. 


Code Commission Notes. Former part 1 of 
this chapter was deleted and renumbered as 
T.C.A. §§ 56-14-101 to 56-14-117 by authority 
of the Code Commission in 2016. 


Compiler’s Notes. 

Acts 2001, ch. 333, § 9 provided that the 
purpose of the act is to afford the insurance 
division of the department of commerce and 
insurance the ability to obtain sufficient staff 
and resources to adequately implement title 56 
and title 55, chapter 18, part 1 as related to the 
regulation of the business of insurance. Not- 
withstanding any law to the contrary, the in- 
crease in revenues generated by passage of the 
act shall be utilized by the department to 
defray the expenses of improvements to the 
department’s insurance division incurred in the 
regulation of the business of insurance, includ- 
ing the expenses associated with any improve- 
ments to the division deemed necessary from 
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time to time by the commissioner. The improve- 
ments contemplated by the act shall be in 
addition to the base level funding appropriated 
to the insurance division in the fiscal year 
ending June 30, 2001. The commissioner is 
directed to identify the increase in revenues 
generated by the act and the expenditures 
associated with the increase, and annually in- 
form the commissioner of finance and adminis- 
tration of the amount of any unexpended rev- 
enues. The commissioner of finance and 
administration at the close of each fiscal year 
shall reserve any excess revenues raised by the 
act and unspent by the department of com- 
merce and insurance, until expended for pur- 
poses consistent with the act. The funds shall 
not revert to the general fund on any June 30, 
and excess revenues shall not revert on any 
June 30, but shall remain available only for the 
benefit of the department of commerce and 
insurance’s insurance division. 


Section to Section References. 
This section is referred to in § 56-14-1138. 


56-14-105. Eligibility for surplus lines insurance. 


(a) No insurance coverage shall be eligible for surplus lines insurance 
unless the full amount of insurance required is not procurable, after a diligent 
effort has been made to do so, from among the authorized companies licensed 
to transact and actually writing such kind and class of insurance in this state, 
and the amount of insurance eligible for surplus lines shall be only the amount 
in excess of the amount procurable from licensed insurers. 

(b) Subsection (a) shall not apply to exempt commercial purchasers if the 
surplus lines agent procuring or placing the policy has disclosed to the exempt 
commercial purchaser that such insurance may or may not be available from 
admitted companies that may provide greater protection with more regulatory 
oversight, and the exempt commercial purchaser has subsequently requested 
in writing that the surplus lines agent procure or place such insurance from a 
nonadmitted company. 

(c) Policy or contract forms shall not be eligible unless the use: 

(1) Is reasonably necessary for the principal purposes of the coverage; 

(2) Would not be contrary to the purposes of the coverage; or 

(3) Would not be contrary to the purposes of this chapter with respect to 
the reasonable protection of authorized companies from unwarranted com- 
petition by unauthorized companies. 

(d) The following kinds of insurance shall not be eligible for surplus lines 
insurance: 

(1) Primary personal automobile liability; 
(2) Surety; and 
(3) Workers’ compensation, except as provided in subsection (a). 


207 SURPLUS LINES INSURANCE 56-14-106 


History. T.C.A. §§ 56-14-101 to 56-14-117 by authority 
Acts 1969, ch. 270, § 5; T.C.A., § 56-3805; of the Code Commission in 2016. 


Acts 2001, ch. 220, §§ 2, 3; 2011, ch. 446, § 1. i ‘ 
Section to Section References. 


Code Commission Notes. Former part 1 of This section is referred to in §§ 56-14-102, 
this chapter was deleted and renumbered as 56-14-1038. 


56-14-106. Verified report of surplus lines insurance transactions — 
Procedure for effecting surplus lines contracts. 


(a) On a quarterly basis, the surplus lines agent shall promptly file with the 
commissioner on or before February 15 for the quarter ending the preceding 
December 31, on or before May 15 for the quarter ending the preceding March 
31, on or before August 15 for the quarter ending the preceding June 30, and 
on or before November 15 for the quarter ending the preceding September 30, 
on forms and in the manner prescribed by the commissioner, a verified report 
of all surplus lines insurance transactions during the preceding quarter 
placed, procured, or effected for, or on behalf of, an insured whose home state 
is this state, showing: 

(1) Aggregate gross premiums written; 

(2) Aggregate return premiums; 

(3) Amount of tax remitted to this state; and 

(4) Except for insurance placed or procured on behalf of an exempt 
commercial purchaser, a sworn statement by the agent with regard to the 
coverages described in the report that, to the best of the agent’s knowledge 
and belief, the agent could not reasonably procure such coverages from an 
admitted insurer. 

(b) Within thirty (30) days of placing any new or renewal surplus lines 
contracts or endorsements to surplus lines contracts, the surplus lines agent 
shall make an affidavit for every new or renewed surplus lines insurance 
contract placed, procured, or effected for, or on behalf of, an insured whose 
home state is this state in the form prescribed by the commissioner. The 
affidavit shall be promptly filed with the commissioner or the commissioner’s 
designee and shall include an affirmation that the agent is, after diligent effort, 
unable to procure from an admitted company or admitted companies the full 
amount of insurance required to protect the interest of the insured for each 
surplus lines insurance transaction except those procured or placed for exempt 
commercial purchasers. 

(c) Upon placing a new or renewed surplus lines insurance coverage, the 
surplus lines agent shall promptly issue and deliver to the insured evidence of 
the insurance consisting either of the policy as issued by the insurer or, if the 
policy is not then available, a certificate, cover note or other confirmation of 
insurance. : 

(d) No surplus lines agent shall deliver the document required by subsection 
(c), or purport to insure or represent that insurance will be or has been granted 
by any unauthorized insurer, unless: 

(1) The agent has prior written authority from the insurer for the 
insurance; 

(2) The agent has received information from the insurer in the regular 
course of business that the insurance has been granted; or 
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(3) An insurance policy providing the insurance actually has been issued 
by the insurer and delivered to the insured. ; 

(e) If, after the delivery of the document required by subsection (c), there is 
any change as to the identity of the insurers, or the proportion of the direct risk 
assumed by the insurer as stated in the original certificate, cover note or 
confirmation, or in any other material respect as to the insurance coverage 
evidenced by the document, the surplus lines agent shall promptly deliver to 
the insured a substitute certificate, cover note, confirmation or endorsement 
for the original document, accurately showing the current status of the 
coverage and the insurers responsible under the coverage. No such change 
shall result in a coverage or insurance contract that would be in violation of 
this part if originally issued on that basis. 

(f) If a policy issued by the insurer is not available upon placement of the 
insurance and the surplus lines agent has delivered a certificate, cover note, or 
confirmation upon request by the insured, the surplus lines agent shall as soon 
as reasonably possible procure from the insurer its policy evidencing the 
insurance and deliver the policy to the insured in replacement of the certifi- 
cate, cover note or confirmation that was previously issued. 


History. T.C.A. §§ 56-14-101 to 56-14-117 by authority 
Acts 1969, ch. 270, § 6; T.C.A., § 56-3806; of the Code Commission in 2016. 


Acts 2001, ch. 220, § 4; 2011, ch. 446, § 1; 3 ; 
2015, ch. 155, §§ 15, 16. Section to Section References. 


This section is referred to in §§ 56-2-411, 
Code Commission Notes. Former part lof 56.14-113. 
this chapter was deleted and renumbered as 


56-14-107. Requirements for surplus lines contracts. 


(a) For each insured whose home state is Tennessee, every new or renewed 
insurance contract certificate, cover note or other confirmation of insurance 
procured and delivered as a surplus line insurance coverage pursuant to this 
chapter shall bear the name and address of the writing agent and shall have 
stamped, affixed, or printed upon it the following: 

This insurance contract is with an insurer not licensed to transact 
insurance in this state and is issued and delivered as a surplus lines 
coverage pursuant to the Tennessee insurance statutes. 

(b) The document shall show the description and location of the subject of 
the insurance, coverage, conditions, and term of the insurance, the premium 
and rate charged and premium taxes to be collected from the insured and the 
name and address of the insured and insurer. If the direct risk is assumed by 
more than one (1) insurer, the document shall state the name and address and 
proportion of the entire direct risk assumed by each insurer. 


History. this chapter was deleted and renumbered as 
Acts 1969, ch. 270, § 7; T.C.A., § 56-3807; T.C.A. §§ 56-14-101 to 56-14-117 by authority 
Acts 2011, ch. 446, § 1. of the Code Commission in 2016. 


Code Commission Notes. Former part 1 of 


56-14-108. Eligibility of surplus lines insurers. 


(a) An insurer shall not engage in the transaction of insurance unless 
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authorized to do so pursuant to a valid license, exempted by this chapter or 
otherwise exempted by the insurance laws of this state. 

(b) A person who does not have a valid license as required by subsection (a) 
shall not engage in the transaction of insurance or act in this state directly or 
indirectly as agent for, or otherwise represent or aid on behalf of another, a 
nonadmitted insurer in the solicitation, negotiation, procurement, or effectua- 
tion of insurance, or renewals thereof, or forwarding of applications, delivery of 
policies or contracts, inspection of risks, fixing of rates, investigation or 
adjustment of claims or losses, collection or forwarding of premiums, or in any 
other manner represent or assist the insurer in the transaction of insurance. 

(c) A person who represents or aids a nonadmitted insurer in violation of 
this section shall be subject to the penalties set forth in § 56-14-117. No 
insurance contract entered into in violation of this section shall preclude the 
insured from enforcing the insured’s rights under the contract in accordance 
with the terms and provisions of the contract of insurance and the laws of this 
state, to the same degree those rights would have been enforceable had the 
contract been lawfully procured. 

(d) This section shall not apply to a person, properly licensed as an agent or 
broker in this state who, for a fee and pursuant to a written agreement, is 
engaged solely to offer the insured advice, counsel or opinion, or service with 
respect to the benefits, advantages or disadvantages promised under any 
proposed or in-force policy of insurance if the person does not, directly or 
indirectly, participate in the solicitation, negotiation, or procurement of insur- 
ance on behalf of the insured. 

(e) This section shall not apply to a person acting in material compliance 
with the insurance laws of this state in the placement of the types of insurance 
identified in subdivisions (e)(1)—(5): 

(1) Surplus lines insurance as provided in § 56-14-103. For the purposes 
of this subsection (e), a license shall be deemed to be in material compliance 
with the insurance laws of this state, unless the licensee committed a 
violation of § 56-14-103 that proximately caused loss to the insured; 

(2) Transactions for which a certificate of authority to do business is not 
required of an insurer under the insurance laws of this state; 

(3) Reinsurance, unless the commissioner waives the requirements of this 
subdivision (e)(3): 

(A) The assuming insurer is authorized to engage in an insurance or 
reinsurance business by its domiciliary jurisdiction and is authorized to 
write the type of reinsurance in its domiciliary jurisdiction; and 

(B) The assuming insurer satisfies all legal requirements for such 
reinsurance in the state of domicile of the ceding insurer; 

(4) The property and operation of railroads or aircraft engaged in inter- 
state or foreign commerce, wet marine, and transportation insurance; and 

(5) Transactions subsequent to issuance of a policy not covering properties 
risks or exposures located, or to be performed in this state at the time of 
issuance, and lawfully solicited, written or delivered outside this state. 


History. T.C.A., § 56-3808; Acts 1980, ch. 708, § 1; 2011, 
Acts 1969, ch. 270, § 8; 1973, ch. 108, § 1; ch. 446, § 1. 
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Section to Section References. 
This section is referred to in § 56-14-102. 


Code Commission Notes. Former part 1 of 
this chapter was deleted and renumbered as 
T.C.A. §§ 56-14-101 to 56-14-117 by authority 
of the Code Commission in 2016. 


56-14-109. Unauthorized insurers. 


(a) No surplus lines agent shall place any coverage with a unauthorized 
insurer that is not an eligible surplus lines insurer as provided under this 
section. 

(b) No unauthorized insurer shall be or become an eligible surplus lines 
insurer, unless: 

(1) The unauthorized insurer is a United States domiciled insurer and it 
is authorized to write the type of insurance in its domiciliary jurisdiction and 
one of the following criteria is met: 

(A) The unauthorized insurer has capital and surplus or its equivalent 
under the laws of its domiciliary jurisdiction which equals the greater of: 
(i) The minimum capital and surplus requirements under the law of 
this state; or 
(ii) Fifteen million dollars ($15,000,000); or 
(B) If the unauthorized insurer does not satisfy the requirements of 
subdivision (b)(1)(A), the commissioner makes an affirmative finding that 
the unauthorized insurer is acceptable. The commissioner’s finding shall 
be based upon such facts as quality of management, capital and surplus of 
any parent company, company underwriting profit and investment income 
trends, market availability and company record and reputation within the 
industry. In no event shall the commissioner make an affirmative finding 
of acceptability when the unauthorized insurer’s capital and surplus is 
less than four million five hundred thousand dollars ($4,500,000); or 

(2) The unauthorized insurer is not a United States domiciled insurer but 
is listed by the NAIC International Insurers Department. 

(c) If, at any time the commissioner has reason to believe that any 
unauthorized insurer then on the list of eligible surplus lines insurers no 
longer meets conditions of eligibility, has willfully violated the laws of this 
state or does not conduct a proper claims practice, the commissioner may 
declare it ineligible. 

(d) The commissioner shall promptly mail notice of all declarations made 
pursuant to subsection (c) to each surplus lines agent at the agent’s most 
recent address that is on record with the commissioner. 


Section to Section References. 
This section is referred to in § 56-14-103. 


History. 
Acts 1969, ch. 270, § 9; T.C.A., § 56-3809; 
Acts 2011, ch. 446, § 1. 
Collateral References. 


Code Commission Notes. Former part 1 of 
this chapter was deleted and renumbered as 
T.C.A. §§ 56-14-101 to 56-14-117 by authority 
of the Code Commission in 2016. 


56-14-110. Validity of contracts. 


Validity, construction, and application of Uni- 
form Insurers Liquidation Act. 44 A.L.R.5th 
683. 


(a) Insurance contracts procured as surplus line insurance coverage from 
unauthorized companies in accordance with this chapter shall be fully valid 
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and enforceable as to all parties, and shall be given recognition in all matters 
and respects to the same effect and extent as like contracts issued by 
authorized companies. 

(b) A contract of insurance placed in effect by an unauthorized company in 
violation of this chapter is unenforceable by the company. The insured shall not 
be precluded from enforcing the insured’s rights in accordance with the terms 
and provisions of the contract. 


History. this chapter was deleted and renumbered as 
Acts 1969, ch. 270, § 10; T.C.A., § 56-3810; T.C.A. §§ 56-14-101 to 56-14-117 by authority 
Acts 2011, ch. 446, § 1. of the Code Commission in 2016. 


Code Commission Notes. Former part 1 of 


56-14-111. Liability of surplus lines insurer for losses and unearned 
premiums. 


(a) If an unauthorized company has assumed the risk in accordance with 
this chapter, and if the premium for the insurance has been received by the 
surplus lines agent who placed the insurance, then in all questions thereafter 
arising under the coverage as between the insurance company and the insured, 
the insurance company shall be deemed to have received the premium due to 
it for the coverage. The insurance company shall be liable to the insured as to 
losses covered by the insurance, and for unearned premiums that may become 
payable to the insured upon cancellation of the insurance, whether or not, in 
fact, the surplus lines agent is indebted to the insurer with respect to the 
insurance, or for any other cause. 

(b) Each unauthorized company assuming a surplus lines insurance risk 
under this chapter shall be deemed to have subjected itself to the requirements 
of this section. 


History. this chapter was deleted and renumbered as 
Acts 1969, ch. 270, § 11; T.C.A., § 56-3811;  T.C.A. §§ 56-14-101 to 56-14-117 by authority 
Acts 2011, ch. 446, § 1. of the Code Commission in 2016. 


Code Commission Notes. Former part 1 of 


56-14-112. Actions against insurer — Service of process. 


(a) An unauthorized company may be sued upon any cause of action arising 
in this state under any surplus lines insurance contract issued by it or 
certificate, cover note or other confirmation of the insurance issued by the 
surplus lines agent, pursuant to the same procedure as is provided for 
unauthorized insurers in chapter 2, part 6 of this title and § 56-7-105(b). The 
policy issued by the insurer, or any certificate of insurance issued by the 
surplus lines agent, shall contain a provision stating the substance of this 
section and designating the person to whom the commissioner shall mail 
process. 

(b) Each unauthorized company assuming a surplus lines insurance risk 
pursuant to this chapter shall be deemed to have subjected itself to the 
requirements of this section. 

(c) This section shall be cumulative to any other methods that may be 
provided by law for service of process upon the insurer. 
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History. this chapter was deleted and renumbered as 
Acts 1969, ch. 270, § 12; T.C.A., § 56-3812; T.C.A. §§ 56-14-101 to 56-14-117 by authority 
Acts 2011, ch. 446, § 1. of the Code Commission in’ 2016. 


Code Commission Notes. Former part 1 of 


56-14-113. Premiums subject to a gross premium tax — Amount. 


(a) The premiums charged for surplus lines insurance are subject to a gross 

premium tax in an amount to be determined by subsection (b). 
(b)(1) In addition to the full amount of gross premiums charged by the 
insurer for the insurance, every person licensed pursuant to § 56-14-104 
shall collect and pay to the commissioner a sum based on the total gross 
premiums charged, less any return premiums, for surplus lines insurance 
provided by the surplus lines agent pursuant to the license. Where the 
insurance covers an insured whose home state is this state, the sum payable 
shall be computed based on an amount equal to five percent (5%) on the gross 
premiums, less the amount of gross premiums allocated to this state and 
returned to the insured. 

(2) The tax on any portion of the premium unearned at termination of 
insurance having been credited by the state to the surplus lines agent shall 
be returned to the policyholder directly by the surplus lines agent or through 
the producing broker, if any. 

(3) The surplus lines agent is prohibited from rebating, for any reason, 
any part of the tax. 

(4) The commissioner is authorized to contract or compact with other 
states for the purpose of collecting and disbursing to reciprocal states, 
defined as those participating in such contract or compact, any funds 
collected pursuant to subsection (a) that are applicable to other properties, 
risks, or exposures located or to be performed outside of this state. To the 
extent that other states where portions of the properties, risks, or exposures 
reside have failed to enter into compact or reciprocal allocation procedures 
with this state, the net premium tax collected shall be retained by this state. 

(5) On or before February 15 for the quarter ending the preceding 
December 31, on or before May 15 for the quarter ending the preceding 
March 31, on or before August 15 for the quarter ending the preceding June 
30, and on or before November 15 for the quarter ending the preceding 
September 30, at the time of filing the reports as set forth in § 56-14-106, 
each surplus lines licensee shall pay the premium tax due for the policies 
written during the period covered by the report in the manner prescribed by 
the commissioner. 

(6) For the purposes of this section, “premium” includes all premiums, 
membership fees, assessments, dues, or any other consideration for insur- 
ance collected under this section. 

(7) The tax collected under this section shall be in lieu of all other 
insurance taxes. 

(8) The surplus lines agent shall collect from the insured the amount of 
the tax at the time of delivery of the cover note, certificate of insurance, 
policy, or other initial confirmation of insurance, in addition to the full 
amount of the gross premium charged by the insurer for the insurance. No 
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agent shall absorb the tax nor shall any agent, as an inducement for 

insurance or for any other reason, rebate all or any part of the tax or the 

agent’s commission. 

(c) All surplus lines premium taxes collected by a surplus lines agent under 
this section are trust funds in the agent’s hands and the property of this state. 
Any surplus lines agent who fails or refuses to pay over to the state the surplus 
lines premium tax at the time required in this section, or who fraudulently 
withholds or appropriates or otherwise uses the money or any portions of the 
money belonging to the state, commits theft and shall be punished as provided 
by title 39, chapter 14, part 1, regardless of whether the surplus lines agent 
has or claims to have any interest in the money so received. 

(d)(1) Any surplus lines agent or writing agent, holding the premium tax 
funds in trust, who fails and neglects to make returns and payments 
promptly and correctly as provided by subdivision (b)(5) shall forfeit and pay 
to the state, in addition to the amount of these taxes, an amount equal to five 
percent (5%) for the first month or fractional part of the first month of 
delinquency; provided, that should the period of delinquency exceed one (1) 
month, the rate of penalty will be an additional five percent (5%) for the 
second month or fractional part of the second month and penalty thereafter 
at the rate of one half of one percent (0.5%) per month of the amount of tax 
due, the maximum penalty not to exceed ten thousand dollars ($10,000) for 
any agent not more than three (3) days delinquent. All delinquencies shall 
bear interest at the rate of ten percent (10%) per annum from the date the 
amount was due until paid. The penalty and interest shall apply to any part 
of the tax unpaid by the due date. 

(2) The commissioner has the discretion, for good cause shown, upon 
application made in advance of the delinquency date, to grant an extension 
of time not to exceed sixty (60) days, to the surplus lines agent or writing 
agent, holding the premium tax funds in trust, to file the premium tax 
returns and pay the tax imposed in this chapter, without penalty attached, 
but the tax shall bear interest as provided in subdivision (d)(1) from the date 
the amount was due. 

(3) Any surplus lines agent or writing agent, holding the premium tax 
funds in trust, failing to pay the tax due plus penalty and interest for sixty 
(60) days beyond the due date may thereafter be debarred from transacting 
any business of insurance in the state until these taxes and penalties are 
fully paid, and the commissioner shall revoke the license of the surplus lines 
agent or writing agent. 

(4) The commissioner is authorized to promulgate rules that provide for a 
convenience fee to cover the cost of accepting electronic monthly affidavits, 
annual reports and tax payments. Any fee set by rule under the authority of 
this subdivision (d)(4) may be assessed in addition to any applicable penalty 
and interest. In no event shall the convenience fee exceed the actual costs 
incurred by the department in accepting electronic monthly affidavits, 
annual reports and tax payments. Any convenience fee may be collected from 
the insured in addition to the premium and tax. 

(e) If the property of any surplus lines agent is seized upon any mesne or 
final process in any court in this state, or when the business of any surplus 
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lines agent is suspended by the action of creditors or put into the hands of any 
assignee, receiver or trustee, all surplus lines premium, tax money and 
penalties due the state from the surplus lines agent shall be considered 
preferred claims, and the state shall be a preferred creditor and shall be paid 
in full. 

(f) The attorney general and reporter, upon request of the commissioner, 
shall proceed in the courts of this or any other state or in any federal court or 
agency to recover the tax not paid within the time prescribed in this section. 


History. T.C.A. §§ 56-14-101 to 56-14-117 by authority 
Acts 1969, ch. 270, § 13; T.C.A., § 56-3813; of the Code Commission in 2016. 

Acts* 1985; ch:"354; $93; 2003? chi 216;76-5; 

2011, ch. 446, § 1; 2013, ch. 444, § 1;2015,ch. Cross-References. 

155, § 17. Theft, title 39, ch. 14, part 1. 


Code Commission Notes. Former part 1 of Section to Section References. 
this chapter was deleted and renumbered as This section is referred to in § 56-2-411. 


56-14-114. Advertising. 


Any agent who is granted a surplus lines license in accordance with this 
chapter may bring announcements or statements before the public in respect 
to the agent’s ability to place surplus lines insurance as may be permitted by 
this chapter. 


History. this chapter was deleted and renumbered as 
Acts 1969, ch. 270, § 14; T.C.A., § 56-3814;  T.C.A. §§ 56-14-101 to 56-14-117 by authority 
Acts 2011, ch. 446, § 1. of the Code Commission in 2016. 


Code Commission Notes. Former part 1 of 


56-14-115. Commissions. 


Agents licensed in accordance with this chapter may not pay the whole or 
any part of the commission on surplus lines insurance to any person, except 
that the commissions may be shared or divided with any other person licensed 
by the commissioner as a surplus lines agent. 


History. this chapter was deleted and renumbered as 
Acts 1969, ch. 270, § 15; T.C.A., § 56-3815; T.C.A. §§ 56-14-101 to 56-14-117 by authority 
Acts 2011, ch. 446, § 1. of the Code Commission in 2016. 


Code Commission Notes. Former part 1 of 


56-14-116. Keeping of records. 


(a) Each surplus lines agent shall keep in the agent’s office in this state a 
full and true record of each surplus lines contract procured by the agent for or 
on behalf of an insured whose home state is the state of Tennessee, including 
a copy of the daily report, if any, and showing such of the following items as 
may be applicable: 

(1) Amount of the insurance and perils insured against; 

(2) Brief general description of property insured and where located; 
(3) Gross premium charged; ) 

(4) Return premium paid, if any; 
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(5) Rate of premium charged upon the several items of property; 

(6) Effective date of the contract and its terms; 

(7) Name and post office address of the insured; 

(8) Name and home office address of the insurer; 

(9) Amount collected from the insured; and 

(10) Other information as required by the commissioner. 

(b) The record shall at all times be open to examination by the commissioner 

without notice, and shall be kept available and open to the commissioner for 
three (3) years next following expiration or cancellation of the contract. 


History. 


Acts 1969, ch. 270, § 16; T.C.A., § 56-3816; 
Acts 2011, ch. 446, § 1. 


Code Commission Notes. 


this chapter was deleted and renumbered as 
T.C.A. §§ 56-14-101 to 56-14-117 by authority 
of the Code Commission in 2016. 


Former part 1 of 


56-14-117. Violations and penalties. 


Any violation of this part shall subject the agent to the revocation or 
suspension of the surplus lines agent’s license for a period of not less than one 
(1) year and a fine of not more than five hundred dollars ($500). 


History. 


Acts 1969, ch. 270, § 17; T.C.A., § 56-3817; 


T.C.A. §§ 56-14-101 to 56-14-117 by authority 
of the Code Commission in 2016. 


Acts 2011, ch. 446, § 1. 


Code Commission Notes. 


Section to Section References. 


Former part 1 of This section is referred to in § 56-14-108. 


this chapter was deleted and renumbered as 


Section 


56-15-101. 
56-15-102. 
56-15-103. 


56-15-104. 


56-15-105. 
56-15-106. 
56-15-107. 


56-15-108. 
56-15-109. 
56-15-110. 
56-15-111. 
56-15-112. 
56-15-113. 
56-15-114. 
56-15-115. 


CHAPTER 15 
FIDELITY AND BONDING COMPANIES 


General powers — Right to become sureties — Banking business prohibited. 

Guaranty corporation may become sole surety on bonds. 

Condition of doing business — Attorney upon whom may be served process against 
company. 

Conditions for beginning business — Filing charter and statement of assets and 
liabilities — License. 

Conditions of doing business — Deposit to be made with commissioner. 

Commissioner is custodian of securities deposited by bonding companies. 

Sworn financial statements to be filed quarterly — Revocation of authority to do 
business to be mailed and published. 

Unlawful to write policies except through resident agents. 

Signing policy in blank unlawful. 

Power of commissioner as to violations. 

Revocation of license for violation. 

Action against company — Jurisdiction — Venue. 

Action against company — Estopped to deny liability. 

Forfeiture of license for nonpayment of judgment. 

Noncompliance with chapter — Penalty. 


56-15-101. General powers — Right to become sureties — Banking 


business prohibited. 


Fidelity or bonding corporations have the power to execute as surety, and 
guarantee the performance of: 


56-15-101 
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(1) All bonds, stipulations, or undertakings conditioned for the faithful 
performance of any duty, public or private, including the bonds and obliga- 
tions of such a character, as well of private individuals as of public officers, 
whether state, county, or municipal; 

(2) All bonds and obligations required to be executed in the course of 
judicial proceedings in any of the courts of the state; and 

(3) All bonds of administrators, executors, guardians and trustees, and of 
all persons acting in a fiduciary capacity, whether acting under the authority 
of any court of this state, or by virtue of a deed, will or other instrument 
executed by a private individual or corporation, or by virtue of any appoint- 
ment to any position of trust or confidence by any private individual or 
corporation; provided, that no fidelity or bonding company shall receive 
deposits subject to check, or do a general banking business. A fidelity or 
bonding company that receives deposits subject to check, or does a general 


banking business commits a Class C misdemeanor. 


History. 

Acts 1895, ch. 118, § 2; Shan., § 2213; mod. 
Code 1932, § 3945; modified; T.C.A. (orig. ed.), 
§ 56-1401; Acts 1989, ch. 591, § 118. 


Cross-References. 

Penalty for Class C misdemeanor, § 40-35- 
111. 

Premium tax, § 56-4-205. 

Professional bondsmen law, § 40-11-302. 


Section to Section References. 
Chapters 14-16 are referred to in § 56-1-501. 


This chapter is referred to in § 56-9-102. 


Textbooks. 

Tennessee Jurisprudence, 4 Tenn. Juris., Bail 
and Recognizance, § 1; 15 Tenn. Juris., Insur- 
ance, § 121. 


Attorney General Opinions. 

Approval of sufficient sureties for child sup- 
port security bonds, OAG 99-184, 1999 Tenn. 
AG LEXIS 214 (9/17/99). 


NOTES TO DECISIONS 


Analysis 


. Business of Bonding Company Is Insurance. 

. Bonds Construed Against Bonding Com- 
pany. 

. Effect of Failure of Principal to Sign. 

. Authority of Agents. 

. Suit on Clerk’s Bond. 


Ne 


re Ol CO 


. Business of Bonding Company Is Insur- 
ance. 

Company authorized by charter to guarantee 
the fidelity of persons holding places of public 
and private trust and performance of contracts 
other than insurance policies and the execution 
of bonds in court proceedings was engaged in 
the insurance business and was subject to 
privilege tax imposed against insurance compa- 
nies. American Surety Co. v. Folk, 124 Tenn. 
139, 135 S.W. 778, 1910 Tenn. LEXIS 48 (1911). 

A schedule bond insuring the fidelity of the 
managers of retail grocery stores operated by 
the insured corporation in four different states 
was held to be a fidelity bond, and to be con- 
strued as an insurance contract. Co-operative 
Stores Co. v. United States Fidelity & Guaranty 
Co., 137 Tenn. 609, 195 S.W. 177, 1917 Tenn. 
LEXIS 172 (1917). 


2. Bonds Construed Against Bonding 
Company. 

Language selected, employed, carefully con- 
sidered, and prepared by a company and used 
in its fidelity bond is, in all cases of doubt, to be 
construed against the company. Co-operative 
Stores Co. v. United States Fidelity & Guaranty 
Co., 137 Tenn. 609, 195 S.W. 177, 1917 Tenn. 
LEXIS 172 (1917). 

While the contract of an individual or volun- 
tary surety is to be strictly construed, and all 
doubts and technicalities are to be resolved in 
favor of the surety, such construction is not 
applicable to the surety contracts of companies 
organized for the purpose of acting as surety for 
compensation, and their contracts are to be 
most strongly construed against them and in 
favor of the indemnity which the obligee has 
reasonable grounds to expect. Cambria Coal 
Co. v. National Surety Co., 141 Tenn. 270, 209 
S.W. 641, 1918 Tenn. LEXIS 87 (1918). 


3. Effect of Failure of Principal to Sign. 
Where a surety bond neither expressly nor by 
implication obligates the employee to perform 
any act, duty, or undertaking, save affixing his 
signature, and his name appears thereon only 
as an employee, and his application for the 
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bond binds him to insure the surety against all 
loss, the employee’s failure to sign the bond 
does not release the surety. Cambria Coal Co. v. 
National Surety Co., 141 Tenn. 270, 209 S.W. 
641, 1918 Tenn. LEXIS 87 (1918). 


4, Authority of Agents. 

An insurance agency corporation advertising 
and representing itself as a general agent of a 
fidelity insurance company, and having its of- 
fice in the same city in which is the headquar- 
ters of a corporation operating retail grocery 
stores, had authority to change a schedule bond 
given to the grocery store corporation, covering 
the fidelity of the managers of its retail grocery 
stores in four states, from a bond requiring 
strict proof of fraud or dishonesty to one requir- 
ing proof only of a manager’s merchandise 
shortage. Co-operative Stores Co. v. United 


Collateral References. 
Bond, liability of surety on, for negligent or 


FIDELITY AND BONDING COMPANIES 


56-15-103 


States Fidelity & Guaranty Co., 137 Tenn. 609, 
195 S.W. 177, 1917 Tenn. LEXIS 172 (1917). 


5. Suit on Clerk’s Bond. 

In an action by a fidelity bonding company to 
recover for alleged wrongful acts regarding 
funds coming into the office of defendant county 
court clerk (now county clerk) whose bond com- 
plainant had signed, evidence sustained find- 
ing that an agreement between friends of the 
county court clerk (now county clerk), who had 
reimbursed complainant for payments it had 
made because of shortage in the clerk’s ac- 
counts, for the payment of fees, subsequently 
received, to a trustee for the purpose of reim- 
bursing such friends did not contemplate that 
any funds should come into the trustee’s hands 
except fees of the office belonging to the county 
clerk. Fidelity & Deposit Co. v. Long, 138 Tenn. 
43, 195 S.W. 766, 1917 Tenn. LEXIS 4 (1917). 


wrongful acts of deputies or assistants. 71 
A.L.R.2d 1140. 


56-15-102. Guaranty corporation may become sole surety on bonds. 


Whenever any recognizance, stipulation, bond or undertaking, conditioned 
for the faithful performance of any duty, or for doing or refraining from doing 
anything in the recognizance, stipulation, bond or undertaking specified, is by 
law required or permitted to be given with one (1) surety, or with two (2) or 
more sureties, for execution of the same or the guaranteeing of the perfor- 
mance of the condition thereof, it shall be sufficient when executed or 
guaranteed solely by a corporation incorporated under the laws of the United 
States, of this state, or any state, having power to guarantee the fidelity of 
persons holding positions of public or private trust, and to execute and 
guarantee bonds and undertakings in judicial proceedings; provided, that the 
recognizance, stipulation, bond or undertaking shall be approved by the head 
of the department, court, judge, officer, board or body executive, legislative or 
judicial required to approve or accept the recognizance, stipulation, bond or 
undertaking. No officer or person having the approval of any bond shall exact 
that it shall be furnished by a guaranty company, or by any particular 
guaranty company. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 121. 


History. 
Acts 1895, ch. 175, § 1; Shan., § 2214; Code 
1932, § 3946; T.C.A. (orig. ed.), § 56-1402. 


Section to Section References. 
Sections 56-15-102 — 56-15-107 are referred 
to in § 56-15-115. 


56-15-103. Condition of doing business — Attorney upon whom may be 
served process against company. 


No such company, organized under the laws of any sovereignty other than 
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this state, shall do business under this chapter until it has appointed the 
commissioner its true and lawful attorney as required and provided by 
§ 56-2-103, upon whom may be served all lawful process against the company 


in accordance with § 56-2-504. 


Section to Section References. 
Sections 56-15-102 — 56-15-107 are referred 
to in § 56-15-115. 


History. 

Acts 1895, ch. 175, § 2; Shan., § 2215; mod. 
Code 1932, § 3947; Acts 1967, ch. 240, § 1; 
impl. am. Acts 1971, ch. 187, § 2; T.C.A. (orig. 
ed.), § 56-1403. 


56-15-104. Conditions for beginning business — Filing charter and 
statement of assets and liabilities — License. 


(a) Every company, before transacting any business under this chapter, 
shall deposit with the commissioner a copy of its charter, or articles of 
incorporation, and a statement, signed and sworn to by its president and 
secretary, showing its assets and liabilities. 

(b) Ifthe commissioner is satisfied that the company has authority under its 
charter to do the business provided for in this chapter, and that it has a paid-up 
capital of not less than one hundred thousand dollars ($100,000) in cash, or its 
equivalent, and is able to keep and perform its contracts, the commissioner 
shall grant authority, in writing, to the company to do business under this 
chapter. 


History. 

Acts 1895, ch. 175, § 3; Shan., § 2216; mod. 
Code 1932, § 3948; Acts 1967, ch. 240, § 2; 
impl. am. Acts 1971, ch. 137, § 2; T.C.A. (orig. 
ed.), § 56-1404. 


Compiler’s Notes. 

The licensing provisions of this section may 
be superseded by the licensing provisions in 
§ 56-2-105 as to writers of surety insurance, 


Section to Section References. 

Sections 56-15-102 — 56-15-107 are referred 
to in § 56-15-115. 

This section is referred to in § 56-15-107. 


Textbooks. 

Tennessee Jurisprudence, 4 Tenn. Juris., Bail 
and Recognizance, § 1; 15 Tenn. Juris., Insur- 
ance, § 4. 


including professional bondsmen. See OAG 85- 
033 (2/8/85). 


Cross-References. 
General requirements for doing business, 
title 56, ch. 2, part 1. 


56-15-105. Conditions of doing business — Deposit to be made with 
commissioner. 


(a) Before any surety company is authorized to execute the bonds referred to 
in this chapter, it shall deposit in the office of the commissioner one hundred 
thousand dollars ($100,000) in lawful money of the United States, or an equal 
amount in the bonds of the United States, or of this state, the bonds to be 
estimated at their actual value, and the deposit shall be continually kept at 
that amount during the time the corporation or company remains bound upon 
any bond or obligation as contemplated in this chapter. 

(b) The deposit shall be held by the commissioner as security for any 
liability incurred by the company making the deposit by reason of the breach 
of any bond or obligation referred to in this chapter; provided, that: 

(1) The surety or guaranty company organized under the laws of any 
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other state or government, and having a general deposit in some state of the 
United States of a sum not less than one hundred thousand dollars 
($100,000) consisting of lawful money of the United States, or of an equal 
amount in the bonds of the United States, or of any state, the value of which 
shall be at or above par, as security for any liability incurred under this 
chapter, shall be required to keep on deposit only the sum of twenty-five 
thousand dollars ($25,000) in the state, consisting of lawful money of the 
United States, or an equal amount in the bonds of the United States, or of 
this state; 

(2) No deposit in this state shall be required of any company organized 
under the laws of any other state or government that has an actual paid-up 
cash capital of three hundred thousand dollars ($300,000), of which at least 
two hundred thousand dollars ($200,000) is invested in the bonds of the 
United States, or other good securities, to be itemized and certified as such 
by the commissioner of insurance of the state in which the sum is deposited, 
reckoning the same at their current market value, and to be approved by the 
commissioner of commerce and insurance, which two hundred thousand 
dollars ($200,000) shall be deposited with and held by the commissioner of 
insurance or other proper officer of some state of the United States as 
security for the protection of all policyholders and creditors in the United 
States; 

(3) The surety company organized under the laws of any other state, and 
having the general deposit, shall file with the commissioner of commerce and 
insurance a certificate from the officer of the state with whom the general 
deposit has been made, showing that the company has deposited with the 
officer the sums required in the lawful money of the United States, or an 
equal amount in the securities provided for in this section, for the benefit of 
all liabilities of the company in any or all states; and 

(4) The commissioner of commerce and insurance is authorized and 
directed to return to the surety company organized under the laws of any 
other state or government that has filed, or hereafter files, with the 
commissioner the certificates provided for in subdivision (b)(3), all securities 
that were deposited by the surety company with the state treasurer, and 
which funds or securities have, under § 56-15-106, been transferred to the 
commissioner of commerce and insurance, under this section. 


History. Textbooks. 
Acts 1895, ch. 175, § 9; 1905, ch. 360, § 1; Tennessee Jurisprudence, 15 Tenn. Juris., 
£913 (ist E5.); ch. 33, 8§ 1, 3; Shan., §° 2222; Insurance, § 4. 
Code 1932, § 3954; impl. am. Acts 1971, ch. 
137, § 2; T.C.A. (orig. ed.), § 56-1405. 


Section to Section References. 
Sections 56-15-102 — 56-15-107 are referred 
to in § 56-15-115. 


56-15-106. Commissioner is custodian of securities deposited by bond- 
ing companies. 


The commissioner is the custodian of all funds and securities deposited with 
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this state for the benefit of policyholders, or for other purposes, by insurance 
companies writing a fidelity, bonding, or surety business in this state. 


History. Section to Section References. 
Acts 1918~(ist E.S.),; ch. 33, §°1; Shan., Sections 56-15-102 — 56-15-107 are referred 
§ 2222a1; mod. Code 1932, § 3955; impl. am. to in § 56-15-115. 


Acts 1971, ch. 137, § 2; T.C.A. (orig. ed.), § 56- This section is referred to in § 56-15-105. 
1406. 


56-15-107. Sworn financial statements to be filed quarterly — Revoca- 
tion of authority to do business to be mailed and pub- 
lished. 


(a) Every such company shall, in the months of January, April, July and 
October of each year, file with the commissioner a statement, signed and sworn 
to by its president and secretary, showing its assets and liabilities, as is 
required by § 56-15-104. 

(b) The commissioner has the power and the duty to revoke the authority of 
the company to transact any new business under this chapter whenever, in the 
commissioner’s judgment, the company is not solvent or is conducting its 
business in violation of this chapter. 

(c) The commissioner may institute inquiry at any time into the solvency of 
the company, and whenever satisfied that the authority of the company to do 
business under this chapter should be revoked, and upon in fact revoking the 
authority, the commissioner shall forthwith transmit, by mail, to the county 
clerk of each county a properly certified copy of the act of revocation, and shall, 
moreover, cause to be published, in a daily newspaper issued in the cities of 
Knoxville, Chattanooga, Nashville, and Memphis, a copy of the order of 
revocation. 


History. Section to Section References. 

Acts 1895, ch. 175, § 4; Shan., § 2217; mod. Sections 56-15-102 — 56-15-107 are referred 
Code 1932, § 3949; impl. am. Acts 1978, ch. to in § 56-15-115. 
934, §§ 22, 36; T.C.A. (orig. ed.), § 56-1407. 


56-15-108. Unlawful to write policies except through resident agents. 


(a) It is unlawful for the corporation to write or cause to be written any 
policy or fidelity contract, except through licensed resident agents who shall 
countersign and record the policies or contracts and receive the full commis- 
sion usually paid on business of the same classification in this state. 

(b) This section does not apply to bid bonds issued by the corporation in 
connection with any public or private contract. 


History. Section to Section References. 

Acts 1919, ch. 163, § 1; Shan. Supp., This section is referred to in §§ 56-15-110, 
§ 2216a1; mod. Code 1932, § 3956; Acts 1963, 56-15-111. 
ch. 24, § 1; T.C.A. (orig. ed.), § 56-1408. 


56-15-109. Signing policy in blank unlawful. 
It is unlawful for the resident agent to sign the policy in blank. 
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History. Collateral References. 

Acts 1919, ch. 1638, § 2; Shan. Supp., Right of obligee in guaranty or surety bond to 
§ 2216a2; Code 1932, § 3957; T.C.A. (orig.ed.), fill blank as to amount. 37 A.L.R. 1395, 48 
§ 56-1409. A.L.R. 741; 48 A.L.R. 741. 


Section to Section References. 
This section is referred to in §§ 56-15-110, 
56-15-111. 


56-15-110. Power of commissioner as to violations. 


The commissioner and the commissioner’s deputies have the power to 
inquire into any violations of § 56-15-108 or § 56-15-109, and to examine any 
person or persons under oath. 


History. § 2216a3; Code 1932, § 3958; impl. am. Acts 
Acts 1919, ch. 163, § 3; Shan. Supp., 1971, ch. 187, § 2; T.C.A. (orig. ed.), § 56-1410. 


56-15-111. Revocation of license for violation. 


The commissioner shall revoke for one (1) year the license of any company or 
agent found guilty of any violation of § 56-15-108 or § 56-15-109. 


History. § 2216a4; Code 1932, § 3959; T.C.A. (orig. ed.), 
Acts 1919, ch. 163, § 4; Shan. Supp., § 56-1411. 


56-15-112. Action against company — Jurisdiction — Venue. 


Any surety company doing business under this chapter may be sued in 
respect to doing business under this chapter in any court that has now, or 
hereafter may have, jurisdiction of actions or suits upon the recognizance, 
stipulation, bond, or undertaking in the county in which the recognizance, 
stipulation, bond, or undertaking was made or guaranteed, or in the county in 
which the principal office of the company is located; and, for the purposes of 
this chapter, the recognizance, stipulation, bond, or undertaking shall be 
treated as made or guaranteed in the county in which the office is located, to 
which it is returnable or in which it is filed, or in the county in which the 
principal in the recognizance, stipulation, bond, or undertaking resided when 
it was made or guaranteed. 


History. Textbooks. 
Acts 1895, ch. 175, § 5; Shan., § 2218; Code Tennessee Jurisprudence, 15 Tenn. Juris., 
1932, § 3950; T.C.A. (orig. ed.), § 56-1412. Insurance, § 130; 21 Tenn. Juris., Public Offi- 


Section to Section References. cers, § 17. 


Sections 56-15-112 — 56-15-114 are referred 
to in § 56-15-115. 


NOTES TO DECISIONS 


Analysis 1. Construction. 

. Statutory provision concerning “any surety 
1. Construction. company doing business under ... this law” 
2. Legislative Purpose. applies to a corporation incorporated under the 
3. Application. laws of the United States, of this state, or any 
4. Jurisdiction. state, having power to guarantee the fidelity of 
5. Venue. persons holding positions of public or private 
6. Nature of Liability of Surety. trust. Burns v. Duncan, 23 Tenn. App. 374, 133 


56-15-112 


S.W.2d 1000, 1939 Tenn. App. LEXIS 47 (Tenn. 
Ct. App. 1939). 

As used in the provision that any surety 
company, “may be sued,” the word “may” is 
mandatory, and should be construed as having 
the same meaning as the word “shall.” Burns v. 
Duncan, 23 Tenn. App. 374, 133 S.W.2d 1000, 
1939 Tenn. App. LEXIS 47 (Tenn. Ct. App. 
1939). 

The provisions of this section are mandatory 
and not merely permissive. Keefe v. Atkins, 199 
Tenn. 183, 285 S.W.2d 338, 1955 Tenn. LEXIS 
444 (1955). 


2. Legislative Purpose. 

Legislative intent in enactment of this sec- 
tion was to fix venue of actions on official bonds 
exclusively in county where such bond “was 
made,” and if construed as merely permissive 
or directory, it would have been mere brutum 
fulmen. Burns v. Duncan, 23 Tenn. App. 374, 
133 S.W.2d 1000, 1939 Tenn: App. LEXIS 47 
(Tenn. Ct. App. 1939). 


3. Application. 

This section applies to both nonresident and 
domestic fidelity and bonding companies, and 
alternative provision for suit “in the county in 
which the principal office of the company is 
located” primarily contemplates a suit against 
a bonding company incorporated under the 
laws of this state, as the principal office of a 
nonresident corporation is not ordinarily in any 
county of this state. Burns v. Duncan, 23 Tenn. 
App. 374, 133 S.W.2d 1000, 1939 Tenn. App. 
LEXIS 47 (Tenn. Ct. App. 1939). 


4, Jurisdiction. 

This section indicates no purpose to autho- 
rize ambulatory actions against nonresident 
sureties on official bonds, and conveys no sug- 
gestion of an intention to let the complaining 
party select any one of the several counties of 
the state as the situs for trial, nor indicates a 
purpose to fix a venue at the residence of the 
insurance commissioner. Burns v. Duncan, 23 
Tenn. App. 374, 133 S.W.2d 1000, 1939 Tenn. 
App. LEXIS 47 (Tenn. Ct. App. 1939). 

This section does not, in terms, declare that 
no courts other than those designated therein 
shall have jurisdiction, but the affirmative des- 
ignation of the courts by which the jurisdiction 
may be exercised implies a negative on the 
exercise of such jurisdiction by other courts. 
Burns v. Duncan, 23 Tenn. App. 374, 133 
S.W.2d 1000, 1939 Tenn. App. LEXIS 47 (Tenn. 
Ct. App. 1939). 

In action against nonresident surety on bond 
of Hamilton County sheriff, instituted by ser- 
vice of process upon insurance commissioner at 
latter’s official residence in Davidson County, 
court of Davidson County could not obtain 
jurisdiction of sheriff by service of counterpart 
summons in Hamilton County. Burns v. Dun- 
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can, 23 Tenn. App. 374, 133 S.W.2d 1000, 1939 
Tenn. App. LEXIS 47 (Tenn. Ct. App. 1939). 


5. Venue. 

Venue of action against surety on bond of 
sheriff may be in county where bond “was 
made” and, for purpose of determining such 
county, bond shall be treated as made in county 
“to which it is returnable or in which it is filed,” 
so that where sheriff of Hamilton County was 
presumed to have complied with statutory duty 
to execute bond as sheriff of that county, and 
that such bond was acknowledged before (for- 
mer) county court of that county, in open court, 
approved by the court, recorded upon its min- 
utes and filed among its records, it followed 
that sheriffs bond was returnable to (former) 
county court of Hamilton County. Burns vy. 
Duncan, 23 Tenn. App. 374, 133 S.W.2d 1000, 
1939 Tenn. App. LEXIS 47 (Tenn. Ct. App. 
1939). 

Where action against nonresident surety on 
bond of Hamilton County sheriff was instituted 
by service of process on (former) insurance 
commissioner in Davidson County, it did not 
follow that venue was in Davidson County 
while Hamilton County was “the county of 
action.” Burns v. Duncan, 23 Tenn. App. 374, 
133 S.W.2d 1000, 1939 Tenn. App. LEXIS 47 
(Tenn. Ct. App. 1939). 

In action against commissioner of finance 
and taxation [now commissioner of revenue], 
agents of the alcohol tax unit and the foreign 
corporate surety on their official bond for al- 
leged wrongful death resulting from acts of 
alcohol tax unit agents, venue was governed by 
this section rather than § 20-1402 [repealed] 
dealing with venue of tort actions in which 
parties are residents of different counties. 
Keefe v. Atkins, 199 Tenn. 183, 285 S.W.2d 338, 
1955 Tenn. LEXIS 444 (1955). 

In action against commissioner of finance 
and taxation [now commissioner of revenue], 
agents of the alcohol tax unit and the foreign 
corporate surety on their official bonds for al- 
leged wrongful death resulting from acts of 
alcohol tax unit agents in which service was on 
the surety in county where tort occurred rather 
than in accordance with this section and in 
which the officials were served in another 
county by counterpart, trial court properly sus- 
tained plea in abatement on ground of im- 
proper service and dismissed suit as to all 
defendants. Keefe v. Atkins, 199 Tenn. 183, 285 
S.W.2d 338, 1955 Tenn. LEXIS 444 (1955). 

Venue of action against surety, a foreign 
corporation, on personal bonds of sheriff and 
his deputy was in county where the bonds were 
required to be filed and were made. O’Neal v. 
De Kalb County, 531 S.W.2d 296, 1975 Tenn. 
LEXIS 550 (Tenn. 1975). 


6. Nature of Liability of Surety. 
Liability of a surety on an official bond de- 
pends upon the liability of the principal and 
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separate action may not be maintained against 
the surety. Keefe v. Atkins, 199 Tenn. 183, 285 
S.W.2d 338, 1955 Tenn. LEXIS 444 (1955). 


56-15-113. Action against company — Estopped to deny liability. 


Any company that executes or guarantees any recognizance, stipulation, 
bond or undertaking under this chapter shall be estopped, in any proceeding to 
enforce the liability that it has assumed to incur, to deny its corporate power 
to execute or guarantee the instrument or assume the liability. 


History. Section to Section References. 
Acts 1895, ch. 175, § 7; Shan., § 2220; Code Sections 56-15-112 — 56-15-114 are referred 
1932, § 3952; T.C.A. (orig. ed.), § 56-1413. to in § 56-15-115. 


56-15-114. Forfeiture of license for nonpayment of judgment. 


If the company neglects or refuses to pay any final judgment or decree 
rendered against it upon the recognizance, stipulation, bond or undertaking 
made or guaranteed by it under this chapter, from which no appeal, writ of 
error or supersedeas has been taken for thirty (30) days after the rendition of 
the judgment or decree, it shall forfeit all right to do business in this state. 


History. Section to Section References. 

Acts 1895, ch. 175, § 6; Shan., § 2219; mod. Sections 56-15-112 — 56-15-114 are referred 
Code 1932, § 3951; T.C.A. (orig. ed.), § 56- toin § 56-15-115. 
1414. 


56-15-115. Noncompliance with chapter — Penalty. 


A company that fails to comply with §§ 56-15-102 — 56-15-107 and 
56-15-112 — 56-15-114, shall forfeit to the state, for every failure, not less than 
five hundred dollars ($500) nor more than five thousand dollars ($5,000), to be 
recovered by suit in the name of the state of Tennessee, in the same courts in 
which suit may be brought against the company under this chapter, and the 
failure shall not affect the validity of any contract entered into by the company. 


History. 
Acts 1895, ch. 175, § 8; Shan., § 2221; Code 
1932, § 3953; T.C.A. (orig. ed.), § 56-1415. 


CHAPTER 16 


EXCHANGE OR RECIPROCAL INSURANCE ACT OF 
1990 


Part 1. Exchange or Reciprocal Insurance 


Section 

56-16-101. Short title — Applicability. 

56-16-102. Definitions. 

56-16-103. Licensed reciprocal authorized to write certain classes of insurance. 
56-16-104. Applicable laws. 

56-16-105. Power and authority to enter into reciprocal insurance contract. 
56-16-106. Business name — Requirements. 

56-16-107. License required. 

56-16-108. Foreign reciprocals — Licensing requirements. 
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56-16-109. Attorney for foreign reciprocal — Residence and principal office. 

56-16-110. Attorney for foreign reciprocal — Execution of contracts. 

56-16-111. Agent for reciprocal — License required — Appointment. 

56-16-112. Contingent assessment liability of subscriber. 

56-16-1138. Reduction or omission of contingent assessment liability — Requirements — Revoca- 
tion. 

56-16-114. Return of savings or credits to subscribers — Distribution. 

56-16-115. Maintenance of reserves — Requirements. 

56-16-116. Consent to service of process. 

56-16-117. Action by or against reciprocal — Venue — Service of process. 

56-16-118. Judgment against reciprocal — Effect. 

56-16-119. Service on board of directors by persons who perform legal or professional service. 

Part 2. Domestic Reciprocals 

56-16-201. Statements of subscribers — Filing — Contents. 

56-16-202. Deposit to be maintained — Required amount. 

56-16-203. Board of directors — Selection — Powers. 

56-16-204. Subscriber’s agreement and power of attorney — Power to modify — Contents. 

56-16-205. Subscriber’s agreement and power of attorney — Modification. 

56-16-206. Advancement of funds for operation. 

56-16-207. Assessments — Power to levy — Computation. 

56-16-208. Assessments — Time limit for paying. 

56-16-209. Liquidation — Distribution of assets. 

56-16-210. Assets insufficient to settle liabilities — Levy of assessment on subscribers — 


Delinquency proceedings. 


PART 1 


EXCHANGE OR RECIPROCAL INSURANCE 


56-16-101. Short title — Applicability. 


(a) This chapter shall be known and may be cited as the “Exchange or 
Reciprocal Insurance Act of 1990.” 


(b) This chapter shall apply to all reciprocals and reciprocal insurance as 
defined in § 56-16-102. 


History. 


Acts 1990, ch. 728, § 1; T.C.A. § 56-16-201. 


Code Commission Notes. 
§§ 56-16-201 — 56-16-219, was redesignated 
as part l, 
code commission in 2008. 


Compiler’s Notes. 

Former chapter 16, §§ 56-16-101 — 56-16- 
112 (Acts 
§§ 3369a155-3369al66; Code 1932, § 6448- 
6459; T.C.A. (orig. ed.), §§ 56-1501 — 56-1512), 


concerning exchange or reciprocal insurance, 
was repealed by Acts 1990, ch. 728, § 2. For 
provisions relating to exchange or reciprocal 


Former part 2, insurance, see this part. 


Section to Section References. 
Chapters 14-16 are referred to in § 56-1-501. 
This chapter is referred to in § 56-13-107. 
This part is referred to in § 56-16-201. 


8§ 56-16-101 — 56-16-119, by the 


1915, ch. 34, §§ 1-12; Shan., Collateral References. 
Reciprocal or interinsurance. 94 A.L.R. 836, 


141 A.L.R. 765, 145 A.L.R. 1121. 


56-16-102. Definitions. 


(a) As used in this title, unless the context otherwise requires: 

(1) “Reciprocal” means the aggregation of subscribers under a common 
name; and 

(2) “Reciprocal insurance” means insurance resulting from the mutual 
exchange of insurance contracts among persons in an unincorporated 
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association under a common name through an attorney-in-fact having 
authority to obligate each person both as insured and insurer. 
(b) As used in this chapter, unless the context otherwise requires: 

(1) “Attorney” means the person designated and authorized by subscrib- 
ers as the attorney-in-fact having authority to obligate them on reciprocal 


insurance contracts; 


(2) “Commissioner” means the commissioner of commerce and insurance; 
(3) “Department” means the department of commerce and insurance; 
(4)(A) “Person” means any association, aggregate of individuals, business, 
company, corporation, individual, joint-stock company, Lloyds-type orga- 
nization, organization, partnership, receiver, reciprocal or interinsurance 
exchange, trustee or society; and 

(B) “Person” also includes the federal government, any state, any 
county, city, town, school board, or any other local governmental authority 
or local agency or public service corporation owned, operated or controlled 
by a locality or local government authority, with power to enter into 
contractual undertakings within or without the state; and 
(5) “Subscriber” means a person obligated under a reciprocal insurance 


agreement. 


History. 
Acts 1990, ch. 728, § 2; T.C.A. § 56-16-202. 


Code Commission Notes. Former part 2, 
§§ 56-16-201 — 56-16-219, was redesignated 
as part 1, §§ 56-16-101 — 56-16-119, by the 
code commission in 2008. 


Compiler’s Notes. 
Former chapter 16, §§ 56-16-101 — 56-16- 


112 (Acts 1915, ch. 34, §§ 1-12; Shan.; 
§§ 3369a155-3369al66; Code 1932, § 6448- 
6459; T.C.A. (orig. ed.), §§ 56-1501 — 56-1512), 
concerning exchange or reciprocal insurance, 
was repealed by Acts 1990, ch. 728, § 2. For 
provisions relating to exchange or reciprocal 
insurance, see this part. 


Section to Section References. 
This section is referred to in § 56-16-101. 


56-16-103. Licensed reciprocal authorized to write certain classes of 


insurance. 


A reciprocal licensed to transact the business of insurance in this state may 
write the classes of insurance enumerated in § 56-2-101. 


History. 
Acts 1990, ch. 728, § 2; T.C.A. § 56-16-2038. 


Code Commission Notes. Former part 2, 
§§ 56-16-201 — 56-16-219, was redesignated 
as part 1, §§ 56-16-101 — 56-16-119, by the 
code commission in 2008. 


Compiler’s Notes. 
Former chapter 16, §§ 56-16-101 — 56-16- 


56-16-104. Applicable laws. 


112 (Acts 1915, ch. 34, §§ 1-12; Shan., 
§§ 3369a155-3369al66; Code 1932, § 6448- 
6459; T.C.A. (orig. ed.), §§ 56-1501 — 56-1512), 
concerning exchange or reciprocal insurance, 
was repealed by Acts 1990, ch. 728, § 2. For 
provisions relating to exchange or reciprocal 
insurance, see this part. 


Except as otherwise provided, all the provisions of this title relating to 
insurers generally, and those relating to insurers writing the same classes of 
insurance that reciprocals are permitted to write, are applicable to reciprocals. 


History. 
Acts 1990, ch. 728, § 2; T.C.A. § 56-16-204. 


Code Commission Notes. Former part 2, 
§§ 56-16-201 — 56-16-219, was redesignated 
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as part 1, §§ 56-16-101 — 56-16-119, by the 
code commission in 2008. 


6459; T.C.A. (orig. ed.), §§ 56-1501 — 56-1512), 
concerning exchange or reciprocal insurance, 
was repealed by Acts 1990, ch. 728, § 2. For 
provisions relating to exchange or reciprocal 
insurance, see this part. 


Compiler’s Notes. 
Former chapter 16, §§ 56-16-101 — 56-16- 

112 (Acts 1915, ch. 34, §§ 1-12; Shan., 

§§ 3369a155-3369al66; Code 1932, § 6448- 


56-16-105. Power and authority to enter into reciprocal insurance 
contract. 


(a) Persons of this state may enter into reciprocal insurance contracts with 
each other and with persons of other states and countries, providing indemnity 
among themselves from any loss that may be insured against under other laws, 
excepting life insurance. 

(b) For any corporation now existing or hereafter organized under the laws 
of this state, the power and authority to enter into reciprocal insurance 
contracts shall be in addition to the powers conferred upon it in its certificate 
of incorporation, and shall be incidental to the purposes for which the 


corporation is organized. 


History. 
Acts 1990, ch. 728, § 2; T.C.A. § 56-16-205. 


Code Commission Notes. Former part 2, 
§§ 56-16-201 — 56-16-219, was redesignated 
as part 1, §§ 56-16-101 — 56-16-119, by the 
code commission in 2008. 


Compiler’s Notes. 
Former chapter 16, §§ 56-16-101 — 56-16- 


112 (Acts 1915, ch. 34, §§ 1-12: Shan. 
§§ 3369a155-3369al66; Code 1932, § 6448- 
6459; T.C.A. (orig. ed.), §§ 56-1501 — 56-1512), 
concerning exchange or reciprocal insurance, 
was repealed by Acts 1990, ch. 728, § 2. For 
provisions relating to exchange or reciprocal 
insurance, see this part. 


56-16-106. Business name — Requirements. 


Every reciprocal shall have and use a business name that includes the word 
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“reciprocal,” “interinsurer,” “interinsurance, 


“underwriting.” 


History. 
Acts 1990, ch. 728, § 2; T.C.A. § 56-16-206. 


Code Commission Notes. Former part 2, 
§§ 56-16-201 — 56-16-219, was redesignated 
as part 1, §§ 56-16-101 — 56-16-119, by the 
code commission in 2008. 


Compiler’s Notes. 
Former chapter 16, §§ 56-16-101 — 56-16- 


56-16-107. License required. 


99 66 9966 


exchange,” “underwriters” or 


112. (Acts 1915, che 34, §§ 1-12; Shan, 
8§ 3369a155-3369al66; Code 1932, § 6448- 
6459; T.C.A. (orig. ed.), §§ 56-1501 — 56-1512), 
concerning exchange or reciprocal insurance, 
was repealed by Acts 1990, ch. 728, § 2. For 
provisions relating to exchange or reciprocal 
insurance, see this part. 


No reciprocal shall engage in any insurance transaction in this state until it 
has obtained a license to do so in accordance with the applicable provisions of 


chapter 2, part 1 of this title. 


History. 
Acts 1990, ch. 728, § 2; T.C.A. § 56-16-207. 


Code Commission Notes. Former part 2, 
§§ 56-16-201 — 56-16-219, was redesignated 
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as part 1, §§ 56-16-101 — 56-16-119, by the 
code commission in 2008. 


6459; T.C.A. (orig. ed.), §§ 56-1501 — 56-1512), 
concerning exchange or reciprocal insurance, 
was repealed by Acts 1990, ch. 728, § 2. For 
provisions relating to exchange or reciprocal 
insurance, see this part. 


Compiler’s Notes. 

Former chapter 16, §§ 56-16-101 — 56-16- 
112 (Acts 1915, ch. 34, §§ 1-12; Shan., 
§§ 3369a155-3369al66; Code 1932, § 6448- 


56-16-108. Foreign reciprocals — Licensing requirements. 


No foreign reciprocal shall be licensed to transact the business of insurance 
in this state unless it has filed with the department a certificate of the 
supervising insurance official of the state in which it is organized. The 
certificate shall show that the foreign reciprocal is licensed to write and is 
writing actively in that state the class of insurance it proposes to write in this 
state. 


112 (Acts 1915, ch. 34, §§ 1-12; Shan., 
8§ 3369a155-3369al66; Code 1932, § 6448- 
6459; T.C.A. (orig. ed.), §§ 56-1501 — 56-1512), 
concerning exchange or reciprocal insurance, 
was repealed by Acts 1990, ch. 728, § 2. For 
provisions relating to exchange or reciprocal 
insurance, see this part. 


History. 
Acts 1990, ch. 728, § 2; T.C.A. § 56-16-208. 


Code Commission Notes. Former part 2, 
§§ 56-16-201 — 56-16-219, was redesignated 
as part 1, §§ 56-16-101 — 56-16-119, by the 
code commission in 2008. 


Compiler’s Notes. 
Former chapter 16, §§ 56-16-101 — 56-16- 


56-16-109. Attorney for foreign reciprocal — Residence and principal 
office. 


Nothing in this title regarding the admission and licensing of foreign and 
alien insurers requires that the attorney of a foreign or alien reciprocal be a 
resident or domiciled in this state, or that the principal office of the attorney be 
maintained in this state. The office or offices of the attorney shall be 


determined by the subscribers through the power of attorney. 


History. 
Acts 1990, ch. 728, § 2; T.C.A. § 56-16-209. 


Code Commission Notes. Former part 2, 
8§ 56-16-201 — 56-16-219, was redesignated 
as part 1, §§ 56-16-101 — 56-16-119, by the 
code commission in 2008. 


Compiler’s Notes. 
Former chapter 16, §§ 56-16-101 — 56-16- 


112 (Acts 1915, ch. 34, §§ 1-12; Shan., 
8§ 3369a155-3369al66; Code 1932, § 6448- 
6459; T.C.A. (orig. ed.), $§ 56-1501 — 56-1512), 
concerning exchange or reciprocal insurance, 
was repealed by Acts 1990, ch. 728, § 2. For 
provisions relating to exchange or reciprocal 
insurance, see this part. 


56-16-110. Attorney for foreign reciprocal — Execution of contracts. 


Reciprocal insurance contracts shall be executed by the attorney of the 


reciprocal. 


History. 
Acts 1990, ch. 728, § 2; T.C.A. § 56-16-210. 


Code Commission Notes. Former part 2, 
8§ 56-16-201 — 56-16-219, was redesignated 
as part 1, §§ 56-16-101 — 56-16-119, by the 
code commission in 2008. 


Compiler’s Notes. 

Former chapter 16, §§ 56-16-101 — 56-16- 
112 (Acts 1915, ch. 34, §§ 1-12; Shan, 
§§ 3369a155-3369al66; Code 1932, § 6448- 
6459; T.C.A. (orig. ed.), §§ 56-1501 — 56-1512), 
concerning exchange or reciprocal insurance, 
was repealed by Acts 1990, ch. 728, § 2. For 
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provisions relating to exchange or reciprocal 
insurance, see this part. 


56-16-111. Agent for reciprocal — License required — Appointment. 


No person shall act in this state as an agent of a reciprocal in the solicitation 
or procurement of applications for insurance, subscriber’s agreements and 
powers of attorney, or in the collection of premiums in connection with the 
reciprocal insurer, without first procuring a license from the department 
pursuant to the requirements in chapter 6 of this title. An agent shall be 
appointed by each reciprocal the agent represents. 


History. 
Acts 1990, ch. 728, § 2; T.C.A. § 56-16-211. 


Code Commission Notes. Former part 2, 
§§ 56-16-201 — 56-16-219, was redesignated 
as part 1, §§ 56-16-101 — 56-16-119, by the 
code commission in 2008. 


112 (Acts 1915, ch. 34, §§ 1-12; Shan., 
§§ 3369a155-3369al66; Code 1932, § 6448- 
6459; T.C.A. (orig. ed.), §§ 56-1501 — 56-1512), 
concerning exchange or reciprocal insurance, 
was repealed by Acts 1990, ch. 728, § 2. For 
provisions relating to exchange or reciprocal 


insurance, see this part. 
Compiler’s Notes. 
Former chapter 16, §§ 56-16-101 — 56-16- 


56-16-112. Contingent assessment liability of subscriber. 


(a) Each subscriber insured under an assessable policy shall have a contin- 
gent assessment liability for payment of actual losses and expenses incurred 
while the subscriber’s policy was in force. This shall be in the amount provided 
for in the power of attorney or subscriber’s agreement. 

(b) The contingent assessment liability on any one (1) policy in any one (1) 
calendar year shall equal the premiums earned on the policy for that year 
multiplied by not less than one (1) nor more than ten (10). 

(c) The contingent assessment liability shall not be joint, but shall be 
individual and several. 

(d) Each assessable policy issued by the insurer shall plainly set forth a 
statement of the contingent assessment liability on the front of the policy in 
capital letters in no less than ten-point type. 


History. 
Acts 1990, ch. 728, § 2; T.C.A. § 56-16-212. 


Code Commission Notes. Former part 2, 
§§ 56-16-201 — 56-16-219, was redesignated 
as part 1, §§ 56-16-101 — 56-16-119, by the 
code commission in 2008. 


Compiler’s Notes. 
Former chapter 16, §§ 56-16-101 — 56-16- 
112 (Acts. 1915, . ch., 34, §§ 1-12; Shan., 


§§ 3369a155-3369al66; Code 1932, § 6448- 
6459; T.C.A. (orig. ed.), §§ 56-1501 — 56-1512), 
concerning exchange or reciprocal insurance, 
was repealed by Acts 1990, ch. 728, § 2. For 
provisions relating to exchange or reciprocal 
insurance, see this part. 


Section to Section References. 
This section is referred to in §§ 56-16-204, 
56-16-207, 56-16-210. 


56-16-113. Reduction or omission of contingent assessment liability — 
Requirements — Revocation. 


(a) The department may issue a certificate authorizing the reciprocal to 
reduce or extinguish the contingent assessment liability of subscribers under 
its policies then in force in this state, and to omit provisions imposing 
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contingent assessment liability in all policies delivered or issued for delivery in 
this state for as long as the two million dollar ($2,000,000) surplus require- 
ment of this chapter remains unimpaired. The certificate shall be issued if: 
(1) Areciprocal has surplus to policyholders of at least two million dollars 
($2,000,000); and 
(2) An application of the attorney for extinguishment has been approved 
by the board of directors. 

(b) Upon impairment of the surplus to policyholders, the department shall 
revoke the certificate. After revocation, the reciprocal shall not issue or renew 
any policy without providing for the contingent assessment liability of sub- 
scribers. 

(c) The department shall not authorize a domestic reciprocal to extinguish 
the contingent assessment liability of any of its subscribers or in any of its 
policies to be issued, unless it has the required surplus to policyholders and 
extinguishes the contingent assessment liability of all of its subscribers and in 
all policies to be issued for all classes of insurance written by it. However, if 
required by the laws of another state in which the domestic reciprocal is 
transacting the business of insurance as a licensed insurer, it may issue 
policies providing for the contingent assessment liability of its subscribers 
acquiring policies in that state and need not extinguish the contingent 
assessment liability applicable to policies already in force in that state. 


History. LIA Acts, (1915, 5 ch. $34.4) 8801-12. Shan, 

Acts 1990, ch. 728, § 2; T.C.A. § 56-16-2138.  §§ 3369a155-3369al66; Code 1932, § 6448- 
6459; T.C.A. (orig. ed.), §§ 56-1501 — 56-1512), 
concerning exchange or reciprocal insurance, 
was repealed by Acts 1990, ch. 728, § 2. For 
provisions relating to exchange or reciprocal 
insurance, see this part. 


Code Commission Notes. Former part 2, 
§§ 56-16-201 — 56-16-219, was redesignated 
as part 1, §§ 56-16-101 — 56-16-119, by the 
code commission in 2008. 


Compiler’s Notes. 
Former chapter 16, §§ 56-16-101 — 56-16- 


56-16-114. Return of savings or credits to subscribers — Distribution. 


A reciprocal may return to its present or past subscribers, or both, any 
savings or credits accruing to their accounts. The distribution shall not 
unfairly discriminate between classes of risks or policies, or between subscrib- 
ers. However, the distribution may vary for classes of subscribers based upon 
the experience of those classes. 


History. 112 (Acts 1915, ch. 34, §§ 1-12; Shan., 

Acts 1990, ch. 728, § 2; T.C.A. § 56-16-214. 8§ 3369a155-3369al66; Code 1932, § 6448- 
6459; T.C.A. (orig. ed.), §§ 56-1501 — 56-1512), 
concerning exchange or reciprocal insurance, 
was repealed by Acts 1990, ch. 728, § 2. For 
provisions relating to exchange or reciprocal 
insurance, see this part. 


Code Commission Notes. Former part 2, 
§§ 56-16-201 — 56-16-219, was redesignated 
as part 1, §§ 56-16-101 — 56-16-119, by the 
code commission in 2008. 


Compiler’s Notes. 
Former chapter 16, §§ 56-16-101 — 56-16- 


56-16-115. Maintenance of reserves — Requirements. 


Each reciprocal shall maintain the same unearned premium and loss or 
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claim reserves required for stock and mutual companies writing the same 
classes of insurance. r 


History. 112 (Acts 1915, ch. 34, §§ 1-12; Shan., 

Acts 1990, ch. 728, § 2; T.C.A. § 56-16-215.  §§ 3369a155-3369al66; Code 1932, § 6448- 
6459; T.C.A. (orig. ed.), §§ 56-1501 — 56-1512), 
concerning exchange or reciprocal insurance, 
was repealed by Acts 1990, ch. 728, § 2. For 
provisions relating to exchange or reciprocal 
insurance, see this part. 


Code Commission Notes. Former part 2, 
§§ 56-16-201 — 56-16-219, was redesignated 
as part 1, §§ 56-16-101 — 56-16-119, by the 
code commission in 2008. 


Compiler’s Notes. 
Former chapter 16, §§ 56-16-101 — 56-16- 


56-16-116. Consent to service of process. 


(a)(1) Each attorney of a domestic reciprocal who files the declaration 
required by § 56-16-201, and each attorney of a foreign or alien reciprocal 
who applies for a license to transact the business of insurance in this state, 
shall file with the department a written power of attorney executed by the 
attorney appointing the commissioner as agent of the reciprocal. 
(2) Upon the appointment, the commissioner: 
(A) May be served all lawful process against or notice to the reciprocal; 
and 
(B) Shall be authorized to enter an appearance on behalf of the 
reciprocal. 
(3) Acopy of the power of attorney, duly certified by the department, shall 
be received in evidence in all courts of this state. 

(b) Whenever process or notice is served upon the commissioner, a copy of 
the process or notice shall be mailed to the attorney at the address shown on 
the power of attorney. Nothing in this section shall limit the right to serve any 
process or notice upon any reciprocal in any other manner permitted by law. 


History. 112 (Acts 1915, ch. 34, §§ 1-12; Shan., 

Acts 1990, ch. 728, § 2; T.C.A. § 56-16-216.  §§ 3369a155-3369al66; Code 1932, § 6448- 
6459; T.C.A. (orig. ed.), §§ 56-1501 — 56-1512), 
concerning exchange or reciprocal insurance, 
was repealed by Acts 1990, ch. 728, § 2. For 
provisions relating to exchange or reciprocal 
insurance, see this part. 


Code Commission Notes. Former part 2, 
§§ 56-16-201 — 56-16-219, was redesignated 
as part 1, §§ 56-16-101 — 56-16-119, by the 
code commission in 2008. 


Compiler’s Notes. 
Former chapter 16, §§ 56-16-101 — 56-16- 


56-16-117. Action by or against reciprocal — Venue — Service of 
process. 


(a) Any reciprocal doing business in this state may sue or be sued in the 
name or designation under which its insurance contracts are effected. 
(b)(1) Any action or suit against a reciprocal may be brought in any county 
where: 
(A) Its principal office is located; or 
(B) The cause of action or any part of the cause of action arose. 
(2) If the action or suit is to recover a loss under a policy of insurance, it 
may also be brought in the county where the property insured was situated 
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at the date of the policy. 
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(3) Any action or suit against a foreign or alien reciprocal may also be 
brought in any county of this state in which it has any debts owed to it. 
(c) In an action or suit against a reciprocal, process against or notice to the 

reciprocal may be served upon the commissioner. 


History. 
Acts 1990, ch. 728, § 2; T.C.A. § 56-16-217. 


Code Commission Notes. Former part 2, 
§§ 56-16-201 — 56-16-219, was redesignated 
as part 1, §§ 56-16-101 — 56-16-119, by the 
code commission in 2008. 


Compiler’s Notes. 
Former chapter 16, §§ 56-16-101 — 56-16- 


112. (Acts 1915, ch. 34,. §§ 1-12; Shan, 
§§ 3369a155-3369al66; Code 1932, § 6448- 
6459; T.C.A. (orig. ed.), §§ 56-1501 — 56-1512), 
concerning exchange or reciprocal insurance, 
was repealed by Acts 1990, ch. 728, § 2. For 
provisions relating to exchange or reciprocal 
insurance, see this part. 


56-16-118. Judgment against reciprocal — Effect. 


Any judgment against a reciprocal based upon legal process duly served as 
provided in this chapter shall be binding upon the reciprocal and upon each of 
the reciprocal’s subscribers as their respective interests may appear, in an 
amount not exceeding their respective contingent assessment liabilities. 


History. 
Acts 1990, ch. 728, § 2; T.C.A. § 56-16-218. 


Code Commission Notes. Former part 2, 
§§ 56-16-201 — 56-16-219, was redesignated 
as part 1, §§ 56-16-101 — 56-16-119, by the 
code commission in 2008. 


Compiler’s Notes. 
Former chapter 16, §§ 56-16-101 — 56-16- 


112° (Acts . 1915, ch. 34, §§ 1-12; Shan, 
§§ 3369a155-3369al66; Code 1932, § 6448- 
6459; T.C.A. (orig. ed.), §§ 56-1501 — 56-1512), 
concerning exchange or reciprocal insurance, 
was repealed by Acts 1990, ch. 728, § 2. For 
provisions relating to exchange or reciprocal 
insurance, see this part. 


56-16-119. Service on board of directors by persons who perform legal 
or professional service. 


Section 56-3-103 shall not bar a person who performs legal or other 
professional services for a reciprocal from serving as a member of the board of 
directors, or committee of the board, or as an officer of the reciprocal because 
the person receives payment for legal or other professional services rendered to 
the reciprocal. 


History. 112 (Acts 1915, ch. 34, §§ 1-12; Shan., 


Acts 1997, ch. 58, § 1; T.C.A. § 56-16-210. 


Code Commission Notes. Former part 2, 
§§ 56-16-201 — 56-16-219, was redesignated 
as part 1, §§ 56-16-101 — 56-16-119, by the 
code commission in 2008. 


Compiler’s Notes. 
Former chapter 16, §§ 56-16-101 — 56-16- 


8§ 3369a155-3369al66; Code 1932, § 6448- 
6459; T.C.A. (orig. ed.), §§ 56-1501 — 56-1512), 
concerning exchange or reciprocal insurance, 
was repealed by Acts 1990, ch. 728, § 2. For 
provisions relating to exchange or reciprocal 
insurance, see this part. 
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PART 2 
DOMESTIC RECIPROCALS 


56-16-201. Statements of subscribers — Filing — Contents. 


Subscribers contracting among themselves pursuant to part 1 of this chapter 
shall, through their attorney, file with the commissioner a declaration verified 
by the oath of the attorney, setting forth: 

(1) The name or title of the office at which the subscribers propose to 
exchange the indemnity contracts. The name or title shall not be so similar 
to any other name or title previously adopted by a similar organization, or by 
any insurance corporation or association as in the opinion of the commis- 
sioner is calculated to result in confusion or deception. The office or offices 
through which the indemnity contracts shall be exchanged shall be classified 
as reciprocal or interinsurance exchanges; 

(2) The kind or kinds of insurance to be effected or exchanged; 

(3) A copy of the form of policy contract or agreement under or by which 
the insurance is to be effected or exchanged; 

(4) Acopy of the form of the subscriber’s agreement and power of attorney 
or other authority of the attorney under which the insurance is to be effected 
or exchanged; 

(5) The location of the office or offices from which the contracts or 
agreements are to be issued; 

(6) That applications have been made for indemnity upon at least twenty- 
five (25) separate risks aggregating not less than one million five hundred 
thousand dollars ($1,500,000) as represented by executed contracts or bona 
fide applications to become concurrently effective, or, in the case of liability 
or compensation insurance, covering a total payroll of not less than one 
million five hundred thousand dollars ($1,500,000); and 

(7) That there is on deposit with the attorney and available for the 
payment of losses a sum of not less than twenty-five thousand dollars 
($25,000). 


History. as part 2, §§ 56-16-201 — 56-16-210, by the 
Acts 1990, ch. 728, § 2; T.C.A. § 56-16-301. code commission in 2008. 

Code Commission Notes. Former part 3, Section to Section References. 

§§ 56-16-301 — 56-16-310, was redesignated This section is referred to in § 56-16-116. 


56-16-202. Deposit to be maintained — Required amount. 


The attorney shall maintain on deposit with the department an equal 
amount in cash or in value of securities as required by § 56-2-104(a)(4). 


History. §§ 56-16-301 — 56-16-310, was redesignated 
Acts 1990, ch. 728, § 2; T.C.A. § 56-16-302. as part 2, §§ 56-16-201 — 56-16-210, by the 


Code Commission Notes. Former part 3, cofememmn ison 208. 


56-16-203. Board of directors — Selection — Powers. 


The board of directors exercising the subscribers’ rights in a domestic 
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reciprocal shall be selected under rules adopted by the subscribers. At least 
three fourths (%) of the board shall be composed of subscribers other than the 
attorney or any person employed by, representing or having a financial interest 
in the attorney. The board shall supervise the finances of the reciprocal and the 
reciprocal’s operations to the extent required to assure their conformity with 
the subscriber’s agreement and power of attorney and shall exercise any other 
powers conferred on it by the subscriber’s agreement. 


History. §§ 56-16-301 — 56-16-310, was redesignated 
Acts 1990, ch. 728, § 2; T.C.A. § 56-16-3038. as part 2, §§ 56-16-201 — 56-16-210, by the 


Code Commission Notes. Former part 3, Sy tcatth gs a Meek 


56-16-204. Subscriber’s agreement and power of attorney — Power to 
modify — Contents. 


(a) Every subscriber of a domestic reciprocal may execute a subscriber’s 
agreement and power of attorney setting forth the rights, privileges and 
obligations of the subscriber as an underwriter and as a policyholder, and the 
powers and duties of the attorney. If the reciprocal does not require execution 
of a subscriber’s agreement and power of attorney, the reciprocal shall include 
on its policies a statement that the subscriber shall be bound by the terms and 
conditions of the then current subscriber’s agreement and power of attorney on 
file with the attorney and the department, and each subscriber shall by 
operation of law be bound by the subscriber’s agreement and power of attorney 
as if individually executed. Without additional execution, notice or acceptance, 
every subscriber of a domestic reciprocal agrees to be bound by any modifica- 
tion of the terms of the power of attorney and subscriber’s agreement that is 
jointly made by the attorney and the board of directors pursuant to § 56-16- 
205. The subscriber’s agreement and power of attorney shall contain in 
substance the following: 

(1) Adesignation and appointment of the attorney to act for and bind the 
subscriber in all transactions relating to or arising out of the operations of 
the reciprocal; 

(2) A provision empowering the attorney to: 

(A) Accept service of process on behalf of the reciprocal; and 
(B) Appoint the commissioner agent of the reciprocal upon whom may 
be served all lawful process against or notice to the reciprocal; 

(3) Except for nonassessable policies, a provision for a contingent assess- 
ment liability of each subscriber in a specified amount in accordance with 
§ 56-16-112; and 

(4) The maximum amount to be deducted from advance premiums or 
deposits to be paid the attorney, and the items of expense, in addition to 
losses, to be paid by the reciprocal. 

(b) The subscriber’s agreement may: 

(1) Provide for the right of substitution of the attorney and revocation of 
the power of attorney; 

(2) Impose any restrictions upon the exercise of the power agreed upon by 
the subscribers; 

(3) Provide for the exercise of any right reserved to the subscribers 


56-16-205 INSURANCE 234 


directly or through the board of directors; or 
(4) Contain other lawful provisions considered advisable. 


History. §§ 56-16-301 — 56-16-310, was redesignated 
Acts 1990, ch. 728, § 2; T.C.A. § 56-16-304. as part 2, §§ 56-16-201 — 56-16-210, by the 


ission in 2008. 
Code Commission Notes. Former part 3, code commission in 


56-16-205. Subscriber’s agreement and power of attorney — Modifica- 
tion. 


Modification of the terms of the power of attorney and subscriber’s agree- 
ment of a domestic reciprocal shall be made jointly by the attorney and the 
board of directors. The modification shall be filed with the attorney and the 
department, and the filing shall by operation of law bind all subscribers the 
same as if each subscriber individually adopted and executed the modified, 
altered or amended subscriber’s agreement and power of attorney. No modifi- 
cation shall be effective retroactively, nor shall it affect any insurance contract 
issued prior to the modification. 


History. as part 2, §§ 56-16-201 — 56-16-210, by the 
Acts 1990, ch. 728, § 2; T.C.A. § 56-16-305. code commission in 2008. 


Code Commission Notes. Former part 3, Section to Section References. 
§§ 56-16-301 — 56-16-310, was redesignated This section is referred to in § 56-16-204. 


56-16-206. Advancement of funds for operation. 


The attorney or other interested persons may advance to a domestic 
reciprocal any funds required in its operations. The funds advanced shall not 
be treated as a liability of the reciprocal and shall not be withdrawn or repaid 
except out of the reciprocal’s earned surplus in excess of its minimum required 
surplus. 


History. §§ 56-16-301 — 56-16-310, was redesignated 
Acts 1990, ch. 728, § 2; T.C.A. § 56-16-306. as part 2, §§ 56-16-201 — 56-16-210, by the 


Code Commission Notes. Former part 3, coe Como nas mote: 


56-16-207. Assessments — Power to levy — Computation. 


(a) Assessments may be levied upon the subscribers of a domestic reciprocal 
by the attorney in accordance with § 56-16-112. The assessments shall be 
approved in advance by the board of directors and the department. 

(b) Each domestic reciprocal subscriber’s share of a deficiency for which an 
assessment is made shall be computed by multiplying the premiums earned on 
the subscriber’s policies during the period to be covered by the assessment by 
the ratio of the total deficiency to the total premiums earned during the period 
upon all policies subject to the assessment. However, no assessment shall 
exceed the aggregate contingent assessment liability computed in accordance 
with § 56-16-112. For the purposes of this section, the premiums earned on the 
subscriber’s policies are the gross premiums charged by the reciprocal for the 
policies, minus any charges not recurring upon the renewal or extension of the 
policies. No subscriber shall have an offset against any assessment for which 
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the subscriber is liable on account of any claim for unearned premium or losses 
payable. 


History. as part 2, §§ 56-16-201 — 56-16-210, by the 
Acts 1990, ch. 728, § 2; T.C.A. § 56-16-307. code commission in 2008. 


Code Commission Notes. Former part 3, Section to Section References. 
§§ 56-16-301 — 56-16-310, was redesignated This section is referred to in § 56-16-208. 


56-16-208. Assessments — Time limit for paying. 


Every subscriber of a domestic reciprocal having contingent assessment 
liability shall be lable for and shall pay the subscriber’s share of any 
assessment computed in accordance with § 56-16-207 if, while the policy is in 
force or within one (1) year after its termination, the subscriber is notified: 

(1) By the attorney of the attorney’s intention to levy the assessment; or 

(2) That delinquency proceedings have been commenced against the 
reciprocal under chapter 9 of this title, and the department or receiver 
intends to levy an assessment. 


History. §§ 56-16-301 — 56-16-310, was redesignated 
Acts 1990, ch. 728, § 2; T.C.A. § 56-16-308. as part 2, §§ 56-16-201 — 56-16-210, by the 


Code Commission Notes. Former part 3, I as aned a lpia A 


56-16-209. Liquidation — Distribution of assets. 


Upon the liquidation of a domestic reciprocal, its assets shall be distributed 
pursuant to chapter 9 of this title. 


History. §§ 56-16-301 — 56-16-310, was redesignated 
Acts 1990, ch. 728, § 2; T.C.A. § 56-16-309. as part 2, §§ 56-16-201 — 56-16-210, by the 


Code Commission Notes. Former part 3, eotleyrontminsiopsan AODR, 


56-16-2100. Assets insufficient to settle liabilities — Levy of assessment 
on subscribers — Delinquency proceedings. 


(a)(1) The domestic reciprocal’s attorney shall levy an assessment upon 
subscribers made subject to assessment by the terms of their policies for the 
amount needed to make up the deficiency, if: 

(A) The assets of a domestic reciprocal are at any time insufficient to 
settle the sum of its liabilities, except those on account of funds contrib- 
uted by the attorney or other parties, and its required surplus to 
policyholders; and 

(B) The deficiency is not cured from other sources; 

(2) However, the assessment shall be subject to § 56-16-112. 

(b) If the attorney fails to make the assessment within thirty (30) days after 
the department orders it to do so, or if the deficiency is not fully made up 
within sixty (60) days after the date the assessment was made, delinquency 
proceedings may be instituted and conducted against the insurer as provided 
in chapter 9 of this title. 

(c) If liquidation of the reciprocal is ordered, an assessment shall be levied 
upon the subscribers for the amount the department or the court, as the case 
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may be, determines to be necessary to discharge all liabilities of the reciprocal. 
This assessment shall exclude any funds contributed by the attorney or other 


persons, but shall include the reasonable cost of the liquidation. However, the 


assessment shall be subject to § 56-16-112. 


History. 


Acts 1990, ch. 728, § 2; T.C.A. § 56-16-310. 


Code Commission Notes. 


§§ 56-16-301 — 56-16-310, was redesignated 
as part 2, §§ 56-16-201 — 56-16-210, by the 


code commission in 2008. 
Former part 3, 


CHAPTER 17 
[RESERVED] 
CHAPTER 18 
MUTUAL LIFE INSURANCE COMPANIES 
Section 
56-18-101. Mutual associations — Insuring members. 
56-18-102. Minimum capital requirements. 
56-18-1038. Board of directors — Powers — Qualifications. 
56-18-104. Division of board of directors — Classification — Terms. 
56-18-105. Election of directors — Annual meeting. 
56-18-106. Annual meeting — Notice — Voting by proxy. 
56-18-107. Voting false proxy — Penalty. 
56-18-108. Conversion of stock life insurance company into mutual — Authority to convert — 
Requirements. 
56-18-109. Plan of mutualization. 
56-18-110. Policyholders’ meeting to consider plan for conversion into mutual company. 
56-18-111. Procedure at policyholders’ meeting to consider conversion — Payment for shares by 
corporation. 
56-18-112. Acquisition of stock by corporation in carrying out plan of conversion — Voting of stock. 
56-18-1138. Officers of stock corporation become officers of new mutual corporation. 
56-18-114. Powers of corporation upon conversion. 
56-18-115. Existing contracts not affected by conversion of stock life insurance company into 
mutual. 
56-18-116. Abandonment of conversion of stock life insurance company into mutual. 


56-18-101. Mutual associations — Insuring members. 


Any company may restrict its business to the insurance of the lives of its 


members or stockholders alone, it being the intent of this section to permit of 
a corporate existence to any professional association, guild, brotherhood or 
other mutual association, the right, by an arrangement among themselves, as 
stockholders in a corporation, to insure the lives of each other upon the 
principle of the mutual participation in the profits, by annual subscriptions, or 
otherwise, and thereby provide a fund out of which provision may be made, 
according to the bylaws of the corporation, for the support of the family of any 
stockholder on the stockholder’s death, or for the payment of any policy due the 
stockholder’s estate on the stockholder’s death. In case the corporation 
restricts its business to the insurance of the lives of stockholders, no publica- 
tion need be made annually of its debt and liabilities. 


History. 
Acts 1875, ch. 142, § 10; Shan., § 2269; mod. 


Code 1932, § 3980; modified; T.C.A. (orig. ed.), 
§ 56-1601. 
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Cross-References. Collateral References. 
Premium tax, § 56-4-205. Attorneys’ fees or penalty, mutual company 
as within statutory provisions allowing recov- 


Bee ee on ate terentps. ery of, against insurance company. 126 A.L.R. 


Chapter 18-21 are referred to in § 56-1-501. 


1453. 
Textbooks. Insurance companies, mutual companies as. 
Tennessee Jurisprudence, 15 Tenn. Juris., 63 A.L.R. 735, 100 A.L.R. 1449, 119 A.L.R. 
Insurance, § 111. 1241. 


Taxation, discrimination in, between stock 


Law Reviews. and mutual companies. 83 A.L.R. 471. 


Administrative Law — The Scope of Official 
Notice, 17 Vand. L. Rev. 638 (1963-1964). 


56-18-102. Minimum capital requirements. 


(a) Adomestic mutual life insurance company operating under this chapter 
shall not receive an original or renewal certificate of authority from the 
commissioner to issue policies or contracts of insurance unless it possesses and 
maintains capital or surplus funds as required by § 56-2-114. 

(b) Subsection (a) does not apply to any insurance company chartered prior 
to March 15, 1976. 


History. § 6433.26 (Williams, § 6433.30); Acts 1976, ch. 
Acts 1949, ch. 91, § 14; C. Supp. 1950, 4138, §§ 1, 3; T-C.A. (orig. ed.), § 56-1602. 


56-18-103. Board of directors — Powers — Qualifications. 


The corporate powers of a mutual life insurance corporation shall be 
exercised by, and its business and affairs shall be under the control and 
government of, a board of directors composed of not less than fifteen (15) nor 
more than twenty-one (21) natural persons who are policyholders and who are 
at least eighteen (18) years of age, and at least seven (7) of whom are residents 
and citizens of this state. 


History. Acts 1971, ch. 162, § 3; T.C.A. (orig. ed.), § 56- 
Acts 1949, ch. 91, § 8; C. Supp. 1950, 1604. 
§ 6433.20 (Williams, § 6433.24); impl. am. 


56-18-104. Division of board of directors — Classification — Terms. 


In order to secure continuity of membership in its board of directors, the 
bylaws of the corporation may provide for division of the board into no more 
than seven (7) classes as nearly equal in number as possible, and may fix the 
term of office for each class. Unless such provision is made in the bylaws, all 
directors shall be elected annually. 


History. Section to Section References. 

Acts 1949, ch. 91, § 9; C. Supp. 1950, This section is referred to in § 56-18-105. 
§ 6433.21 (Williams, § 6433.25); T.C.A. (orig. 
ed.); § 56-1605. 


56-18-105. Election of directors — Annual meeting. 


(a)(1) All directors, as provided in § 56-18-104, shall be elected at an annual 
meeting of the policyholders of the company, and other questions at the 
meeting shall be determined, in the manner and subject to the regulations 


56-18-106 INSURANCE 238 


prescribed. 
(2)(A) For the purposes of the meeting or election, “policyholder” means: 

(i) A person insured by the corporation under an individual life 
insurance policy or pure endowment contract; 

(ii) A person to whom the corporation has issued an individual 
annuity contract, or a policy of noncancelable and guaranteed renewable 
accident and health insurance; or 

(iii) Any employer, including the mutualized corporation itself, or 
other person, firm, corporation or association, some or all of whose 
employees or members are covered by the corporation with a group life 
insurance plan or contract or with a group annuity plan or contract; 
(B) In all cases, the person shall be qualified as a policyholder under 

this section only so long as the policy or contract so qualifying the person 
remains in full force other than as reduced paid-up insurance or extended 
insurance on the date of the meeting or election, and shall have been so in 
full force for at least one (1) year prior to that date; and 

(C) Every policyholder shall be entitled to one (1) vote, or to a number 
of votes based upon the insurance in force, the number of policies held, or 

the amount of premiums paid, as may be provided in the bylaws. 
(b) Any vacancy occurring on the board of directors may be filled by a 
majority vote of the board for the unexpired term to which the vacancy relates. 


History. Section to Section References. 

Acts 1949, ch. 91; § 10; C. Supp. 1950, This section is referred to in § 56-18-106. 
§ 6433.22 (Williams, § 6433.26); T.C.A. (orig. 
ed.), § 56-1606. 


56-18-106. Annual meeting — Notice — Voting by proxy. 


(a) Policyholders, as defined in § 56-18-105, shall be notified of the annual 
meetings or elections: 
(1) By written notice; 
(2) By an imprint upon the filing backs of their policies; 
(3) Incase of policies on which the premiums are payable monthly or more 
often, on some other prominent place of each policy; or 
(4) Upon receipts or certificates of renewal. 

(b) The annual meetings or elections shall be held and conducted in 
accordance with rules prescribed in the bylaws of the corporation adopted by 
its board of directors and approved by the commissioner. 

(c) Policyholders may vote in person, or by proxies dated and executed 
within three (3) months of, and returned and recorded on the books of the 
company thirty (30) days or more before, the meeting at which they are to be 
used. No person shall, as attorney or otherwise, cast more than twenty (20) 
votes other than those to which the person is entitled as a policyholder, except 
that the secretary of the corporation may cast as many votes as are possessed 
by policyholders sending the secretary their proxies, but the secretary shall not 
solicit any proxy vote, nor shall any other officer, employee or agent of the 
corporation personally, or by another person or organization, ask for, receive, 
procure to be obtained or use a proxy vote. 
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History. Section to Section References. 

Acts 1949, ch. 91, § 11; C. Supp. 1950, This section is referred to in § 56-18-107. 
§ 6433.23 (Williams, § 6433.27); T.C.A. (orig. 
ed.), § 56-1607. 


56-18-107. Voting false proxy — Penalty. 


An officer, employee or agent of the corporation who asks for, receives, 
procures to be obtained or uses a proxy vote in violation of § 56-18-106 shall be 
punished by a fine of not less than one hundred dollars ($100), nor more than 
three hundred dollars ($300), and any proxy vote so obtained shall be null and 
void. 


History. § 6433.24 (Williams, § 6433.28); T.C.A. (orig. 
Acts 1949, ch. 91, § 12; C. Supp. 1950, ed.), § 56-1608. 


56-18-108. Conversion of stock life insurance company into mutual — 
Authority to convert — Requirements. 


(a) Any domestic stock life insurance corporation, duly incorporated under 
the laws of this state, may become a mutual life insurance corporation, and to 
that end may carry out a plan for the acquisition of shares of its capital stock; 
provided, that the plan has been: 

(1) Adopted by a vote of a majority of the directors of the corporation; 

(2) Submitted to the commissioner and has been approved by the com- 
missioner in writing as conforming to this chapter and not prejudicial to 
policyholders; 

(3) Approved by a vote of stockholders representing a majority of the 
capital stock then outstanding; and 

(4) Approved by a majority of the policyholders, as defined in this chapter, 

voting at a meeting called for the purpose, the majority required being a 

majority of those policyholders who vote at the meeting, and not a majority 

of all the policyholders. 

(b) As used in this chapter: 

(1) “Commissioner” means the commissioner of commerce and insurance; 

(2) “Domestic stock life insurance corporation” means a corporation 
organized and doing business under the laws of this state, with its principal 
office or place of business located within the state, having an authorized 
capital stock, and shares of capital stock, and engaged in writing life 
insurance or life, health and accident insurance, either separately or in 
combined policies; and 

(3) “Mutual life insurance corporation” means a corporation organized 

and doing business under the laws of this state, upon the principle of a 

mutual participation in the profits, with its principal office or place of 

business located within the state, without capital stock or shares of capital 
stock, engaged in the writing of life insurance or life, health and accident 
insurance, either separately or in combined policies. 

(c) If, at the time of any election called for the purpose of approving or 
disapproving a plan of mutualization or called for any purpose after a plan of 
mutualization is approved or adopted or completed, an insured is below fifteen 
(15) years of age, then the insured’s parent or other legal guardian, upon 
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proper affidavit, may cast the insured’s vote. An insured fifteen (15) years of 
age or older may cast the person’s own vote. 

(d) In the case of any individual policy or contract faeteind two (2) or more 
persons jointly, the persons insured shall be deemed one (1) policyholder, 
within the meaning of this section. In the case of any group life or group 
annuity policy or contract, the employer or other person, firm, corporation or 
association to whom or in whose name the master policy has been issued and 
held shall be deemed one (1) policyholder, within the meaning of this section. 

(e) In case the policy or contract has been assigned by a bona fide assign- 
ment absolute on its face to an assignee other than the corporation, and the 
assignment has been filed at the home office of the corporation at least thirty 
(30) days prior to the date of any meeting called for the purpose of approving 
or disapproving a plan of mutualization, then the assignee shall be deemed a 
policyholder, insofar as the person’s interest may appear, for the purpose of 
voting on the plan of mutualization; provided, that the policy is of the type and 
size required by § 56-18-110(b). Except as provided in this section, an assignee 
of a policy or contract shall not be deemed to be a policyholder within the 
meaning of this section. 


History. Section to Section References. 
Acts 1949, ch. 91, § 1; C. Supp. 1950, This section is referred to in § 56-18-109. 
§ 6433.13 (Williams, §§ 6433.14-6433.16); 
impl. am. Acts 1971, ch. 137, § 2; T.C.A. (orig. 
ed.), § 56-1609. 


56-18-109. Plan of mutualization. 


The plan of mutualization, if properly approved as provided in § 56-18-108, 
may contain any provision or provisions not in conflict with this chapter or the 
constitution or other statutory laws of the state. 


History. § 6433.27 (Williams, § 6433.31); T.C.A. (orig. 
Acts 1949, ch. 91, § 15; C. Supp. 1950, ed.), § 56-1610. 


56-18-110. Policyholders’ meeting to consider plan for conversion into 
mutual company. 


(a) Ifa plan of mutualization has been adopted by a vote of a majority of the 
directors of the corporation, approved by the commissioner, and approved by a 
vote of stockholders representing a majority of the capital stock then outstand- 
ing, a written notice of the meeting of policyholders to consider the plan shall 
be given by mailing the notice from the home office of the company to each 
policyholder holding a single policy in the amount of one thousand dollars 
($1,000) or more at least thirty (30) days prior to the meeting in a sealed 
envelope, postage prepaid, addressed to the policyholder at the policyholder’s 
last known post office address, and by a newspaper advertisement published at 
least thirty (30) days prior to the meeting, and not more than sixty (60) days 
prior to the meeting, in one (1) newspaper published in the capital city of each 
state in which the company is qualified to transact business. 

(b) A policyholder eligible to vote at the meeting is any policyholder who 
holds life insurance in the company in a total amount at least equal to one 
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thousand dollars ($1,000), or a policy of noncancellable and guaranteed 
renewable accident and health insurance with an annual premium of one 
hundred dollars ($100) or more. The reference in this subdivision (b) to 
insurance in the amount of one thousand dollars ($1,000) or more includes any 
policy or policies with a total face or principal sum amount of one thousand 
dollars ($1,000) or more, any annuity contract or contract that at normal date 
of maturity requires the payment of a total of one hundred dollars ($100) or 
more annually, and any pure endowment contract or contracts for the total 
principal sum of one thousand dollars ($1,000) or more; provided, that the 
policy or policies or contracts have been in force, other than as reduced paid-up 
insurance or extended insurance, for at least one (1) year immediately 
preceding the meeting. 

(c) Each policyholder shall be entitled to one (1) vote at the policyholders’ 
meeting, regardless of the number of policies or contracts held or their 
amounts. 


History. Section to Section References. 
Acts 1949, ch. 91, § 2; C. Supp. 1950, This section is referred to in § 56-18-108. 
§ 6433.14 (Williams, § 6433.17); impl. am. 
Acts 1971, ch. 137, § 2; T.C.A. (orig. ed.), § 56- 
1611. 


56-18-111. Procedure at policyholders’ meeting to consider conversion 
— Payment for shares by corporation. 


(a) The policyholders’ meeting for the purpose of voting on the plan of 
mutualization shall be conducted in the manner provided in the mutualization 
plan; provided, that policyholders may vote in person, by proxy, or by mail and 
all votes shall be cast by ballot on a uniform ballot furnished by the 
corporation. The commissioner shall appoint no fewer than three (3) nor more 
than five (5) inspectors who shall observe the voting at the meeting and report 
to the commissioner as to the procedures employed at the meeting to verify the 
ballots, to ascertain their validity, and to establish the qualification of the 
voters. The inspectors shall canvass the vote in the presence of at least two (2) 
representatives named by the corporation, and shall certify to the commis- 
sioner and to the corporation the result of the vote. All necessary actual 
expenses, including reasonable per diem for the inspectors, incurred by the 
inspectors in performing the services, shall be paid by the corporation upon the 
certificate of the commissioner. | 

(b) Every payment for the acquisition of any shares of the capital stock of 
the corporation, the purchase price of which is not fixed by the plan, shall be 
subject to the approval of the commissioner. Neither the plan, nor any 
payment, shall be approved by the commissioner, unless at the time of the 
approvals, respectively, the corporation, after deducting the aggregate sum 
appropriated by the plan for the acquisition of any part or all of its capital 
stock, and in the case of any payment not fixed by the plan and subject to 
separate approval after the approval of the plan, after deducting also the 
amount of the payment, shall be possessed of assets sufficient to maintain its 
deposit theretofore made with the commissioner, and not less than the 
liabilities of the corporation required by law, including the net values of its 
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outstanding contracts computed according to the standard adopted by the 
corporation under the applicable statutes of this state. -! 


History. § 6433.15 (Williams, §§ 6433.18, 6433.19); 
Acts 1949, ch. 91, § 3; C. Supp. 1950,  T.C.A. (orig. ed.), § 56-1612. 


56-18-112. Acquisition of stock by corporation in carrying out plan of 
conversion — Voting of stock. 


(a)(1) If a stock life insurance corporation determines to become a mutual 
life insurance corporation, it may, in carrying out any plan to that end under 
this chapter, acquire any shares of its own stock by gift, bequest or purchase. 

(2) Until all of the shares are acquired, any shares so acquired shall be 
assigned and transferred on the books of the corporation to five (5) trustees 
for the corporation, and shall be held by them in trust and be voted as a unit 
by them at all corporate meetings at which stockholders have a right to vote, 
until all of the capital stock of the corporation is acquired, when the entire 
capital stock shall be retired and cancelled and, thereupon, the corporation 
shall be made and become a mutual life insurance corporation without 
capital stock. 

(3) Before undertaking any of the duties of appointment, each trustee 
shall file with the company a verified acceptance of the appointment and a 
declaration that the trustee will faithfully discharge all duties as trustee, 
and shall give bond as required by the mutualization plan. 

(4) All dividends and other sums received by the trustees on the shares of 
stock so acquired by them, shall, after paying the necessary expenses of 
executing the trust, be added to and become a part of the surplus earned by 
the company. 

(b) The five (5) trustees shall be named in the plan of mutualization 
originally adopted by the directors of the corporation, and shall be approved by 
the commissioner. The plan of mutualization shall also provide for the method 
of filling vacancies occurring among the trustees. 


History. Acts 1971, ch. 137, § 2; T.C.A. (orig. ed.), § 56- 
Acts 1949, ch. 91, § 4; C. Supp. 1950, 1613. 
§ 6433.16 (Williams, § 6433.20); impl. am. 


56-18-113. Officers of stock corporation become officers of new mutual 
corporation. 


When a stock life insurance corporation has become converted into a mutual 
life insurance corporation as provided in this chapter, the officers and directors 
shall remain as the officers and directors of the newly converted corporation 
until the next annual meeting for the election of officers and directors when 
their successors shall be elected in the manner provided for in this chapter and 
in the bylaws of the corporation. 


History. § 6433.19 (Williams, § 6433.23); T.C.A. (orig. 
Acts 1949, ch. 91, § 7; C. Supp. 1950, ed.), § 56-1614. 
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56-18-114. Powers of corporation upon conversion. 


When a stock life insurance corporation has become converted into a mutual 
life insurance corporation as provided in this chapter, it shall have all the 
rights, privileges and powers conferred upon it by its charter and any 
amendments to its charter, and all the rights, privileges and powers conferred 
by general laws of this state either expressly applicable to a mutual life 
insurance corporation or containing general language within the scope and 
purview of which a mutual life insurance corporation falls. 


History. § 6433.25 (Williams, § 6433.29); T.C.A. (orig. 
Acts 1949, ch. 91, § 138; C. Supp. 1950, ed.), § 56-1615. 


56-18-115. Existing contracts not affected by conversion of stock life 
insurance company into mutual. 


Neither the retirement of its capital stock nor any other action taken under 
this chapter shall affect existing suits, rights or contracts of the corporation. 
Any deposit made by the corporation under any requirement of an applicable 
statute of this state shall be retained by the commissioner in trust for the 
benefit and security of all of the policyholders of the corporation. 


History. § 6433.18 (Williams, § 6433.22); T.C.A. (orig. 
Acts 1949, ch. 91, § 6; C. Supp. 1950, ed.), § 56-1616. 


56-18-116. Abandonment of conversion of stock life insurance com- 
pany into mutual. 


Any time before the mutualization of the corporation is complete, the 
corporation may abandon a plan of mutualization by the same procedure as 
was followed in adopting the plan. Upon abandonment, any right of any 
stockholder to be paid for stock in accordance with the plan shall cease and 
terminate, and the corporation shall continue to conduct its business as a 
domestic stock life insurance corporation as though no plan of mutualization 
had ever been adopted. 


History. § 6433.17 (Williams, § 6433.21); T.C.A. (orig. 
Acts 1949, ch. 91, § 5; C. Supp. 1950, ed.), § 56-1617. 
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* 


56-19-101. Incorporators — Number — Residence qualifications. 


Any number of persons, not less than twenty (20), a majority of whom are 


bona fide residents of this state, by complying with this chapter, may become, 
together with others who may thereafter be associated with them or their 
successors, a body corporate for the purpose of carrying on the business of 
mutual insurance as provided in this chapter. 


History. 

Acts 1919, ch. 108, § 1; Shan. Supp., 
§ 3369a58b5; Code 1932, § 6317; T.C.A. (orig. 
ed.), § 56-1701. 


Section to Section References. 
Chapters 18-21 are referred to in § 56-1-501. 
Chapters 19-21 are referred to in § 56-2-104. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 111. 


Cross-References. 
Premium tax, § 56-4-205. 


56-19-102. Name of company. 


No name shall be adopted by the company that does not contain the word 
“mutual,” or that is so similar to any name already in use by any such existing 
corporation, company or association, organized and doing business in the 
United States, as to be confusing or misleading. 


History. 


§ 3369a58b7; Code 1932, § 6319; T.C.A. (orig. 
Acts 1919, ch. 108, § 3; Shan. Supp., 


ed.), § 56-1702. 


56-19-103. Articles of incorporation — Acknowledgment — Contents. 


Any persons proposing to form any such company shall subscribe and 
acknowledge articles of incorporation specifying: 

(1) The name, the purpose for which formed, and the location of its 
principal or home office, which shall be within this state; 

(2) The names and addresses of those composing the board of directors in 
which the management shall be vested until the first meeting of the 
members; and 

(3) The names and places of residence of the incorporators. 
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History. § 3369a58b6; Code 1932, § 6318; T.C.A. (orig. 
Acts 1919, ch. 108, § 2; Shan. Supp., _ ed.), § 56-1703. 


56-19-104. Articles of incorporation — Execution in duplicate — Sub- 
mission to commissioner — Filing. 


Articles executed in duplicate shall be submitted to the commissioner of 
commerce and insurance, who, upon finding them to comply with this chapter, 
shall endorse approval thereon and shall file one (1) in the commissioner’s 
office and shall cause the other to be filed and recorded as may be required in 
the case of other corporations. 


History. Section to Section References. 
Acts 1919, ch. 108, § 4; Shan. Supp., This section is referred to in § 56-19-105. 
§ 3369a58b8; Code 1932, § 6320; impl. am. 
Acts 1971, ch. 187, § 2; T.C.A. (orig. ed.), § 56- 
1704. 


56-19-105. Certificate of incorporation. 


Upon approval as provided in § 56-19-104, the commissioner or any other 
officer that may be charged with the duty in the case of other corporations shall 
issue to the company a certificate that shall be its authority to begin business. 


History. § 3369a58b9; Code 1932, § 6321; T.C.A. (orig. 
Acts 1919, ch. 108, § 4; Shan. Supp.,_ ed.), § 56-1705. 


56-19-106. Amendment of articles of incorporation. 


The articles may be amended in the manner provided for other corporations 
or as may be provided in the articles, and any such amendment shall be filed 
and recorded as in the case of the original articles. 


History. § 3369a58b10; Code 1932, § 6322; T.C.A. (orig. 
Acts 1919, ch. 108, § 4; Shan. Supp.,_ ed.), § 56-1706. 


56-19-107. Legal existence — Bylaws and transaction of business. 


(a) The company shall have legal existence from and after the date of the 
certificate of incorporation. 

(b)(1) The board of directors named in the articles may thereupon adopt 
bylaws, accept applications for insurance and proceed to transact the 
business of the company; provided, that no insurance shall be put into force 
until the company has been licensed to transact insurance as provided by 
this chapter. 

(2) The bylaws and any amendments thereto shall within thirty (30) days 
after adoption be filed with the commissioner. 


History. § 3369a58b11; Code 1932, § 6323; T.C.A. (orig. 
Acts 1919, ch. 108, § 5; Shan. Supp.,_ ed.), § 56-1707. 
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56-19-108. Powers of company — Insurance contracts — Kinds of 
insurance — Reinsurance. ay. 


Any company organized under this chapter is empowered to make contracts 
of insurance or to reinsure or accept reinsurance or any portion thereof, to the 
extent specified in its articles of incorporation, for insurance: 

(1) Against loss or damage to property and loss of use and occupancy by 
fire, lightning, hail, tempest, flood, earthquake, frost or snow, explosion, fire 
ensuing and explosion, no fire ensuing, except explosion by steam boilers or 
flywheels; against loss or damage by water caused by the breakage or 
leakage of sprinklers, pumps or other apparatus, waterpipes, plumbing or 
their fixtures, erected for extinguishing fires, and against accidental injury 
to the sprinklers, pumps or other apparatus, waterpipes, plumbing or 
fixtures; against the risks of inland transportation and navigation; upon 
automobiles, whether stationary or operated under their own power, against 
loss or damage by any of the causes or risks specified in this subdivision (1), 
including also transportation, collision liability for damage to property 
resulting from owning, maintaining or using automobiles, and including 
burglary and theft, but not including loss or damage by reason of bodily 
injury to the person; 

(2) Against loss, expense or liability by reason of bodily injury or death by 
accident, disability, sickness or disease suffered by others for which the 
insured may be liable or have assumed liability, including workers’ 
compensation; 

(3) Against bodily injury or death by accident and disability by sickness; 

(4) Against any or all loss, expense and liability resulting from the 
ownership, maintenance, or use of any automobile or other vehicle; provided, 
that no policies shall be issued under this subdivision (4) against the hazard 
of fire alone; 

(5) Against loss or liability to persons or property resulting from explo- 
sions or accidents to boilers, containers, pipes, engines, flywheels, elevators 
and machinery in connection therewith, and against loss of use and 
occupancy caused thereby, and to make inspections and issue certificates of 
inspection of the machinery; 

(6) Against loss from interruption of trade or business that may be the 
result of any accident or casualty; and 

(7) Against loss or damage by any hazard upon any risk not provided for 
in this section that is not prohibited by statute or at common law from being 
the subject of insurance, excepting life insurance. 


History. Collateral References. 

Acts 1919, ch. 108, § 6; Shan. Supp., Exclusion from “drive other cars” provision of 
§ 3369a58b12; Code 1932, § 6324; T.C.A. (orig. automobile liability insurance policy of other 
ed.), § 56-1708. automobile owned, hired, or regularly used by 


insured or member of his household. 86 


Cross-Ref ; 
ross-References A.L.R.2d 937, 8 A.L.R.4th 387. 


Restrictions on reinsurance, § 56-19-120. 


Section to Section References. 
This section is referred to in § 56-2-202. 
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56-19-109. License — Conditions precedent. 


No such company shall issue policies or transact any business of insurance, 
unless it holds a license from the commissioner authorizing the transaction of 
the business, which license shall not be issued until and unless the company 
complies with the following conditions: 

(1) It shall hold bona fide applications for insurance upon which it shall 
issue simultaneously, or it shall have in force, at least twenty (20) policies to 
at least twenty (20) members for the same kind of insurance upon not less 
than two hundred (200) separate risks, each within the maximum single risk 
described in subdivision (2); 

(2) The “maximum single risk” shall not exceed twenty percent (20%) of 
the admitted assets or three (3) times the average risk of one percent (1%) of 
the insurance in force, whichever is the greater, any reinsurance taking 
effect simultaneously with the policy being deducted in determining the 
maximum single risk; 

(3) It shall have collected a premium upon each application, which 
premiums shall be held in cash or securities in which insurance companies 
are authorized to invest and shall be equal, in case of fire insurance to not 
less than twice the maximum single risk assumed subject to one (1) fire nor 
less than ten thousand dollars ($10,000), and in any other kind of insurance 
to not less than five (5) times the maximum single risk assumed, and in case 
of workers’ compensation insurance to not less than fifty thousand dollars 
($50,000); 

(4) For the purpose of transacting employer’s liability and workers’ 
compensation insurance, the applications shall cover not less than one 
thousand five hundred (1,500) employees, each such employee being consid- 
ered a separate risk for determining the maximum single risk; and 

(5) Satisfy the commissioner that its financial condition, methods of 
operation and manner of doing business are adequate to meet its obligations 
to all policyholders in this state. 


History. § 3369a58b13; Code 1932, § 6325; T.C.A. (orig. 
Acts 1919, ch. 108, § 7; Shan. Supp.,  ed.), § 56-1709. 


56-19-110. Policy provisions. 


The mutual company may insert in any form of policy prescribed by the law 
of this state any provisions or conditions required by its plan of insurance that 
are not inconsistent or in conflict with any law of this state. The policy, in lieu 
of conforming to the language and form prescribed by the law, may conform 
thereto in substance, if the policy includes a provision or endorsement reciting 
that the policy shall be construed as if in the language and form prescribed by 
the law, and a copy of the policy and endorsement, if any, has been first filed 
with, and has not been disapproved by, the commissioner. 


History. § 3369a58b21; Code 1932, § 6333; T.C.A. (orig. 
Acts 1919, ch. 108, § 15; Shan. Supp.,  ed.), § 56-1710. 
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56-19-111. Corporate policyholders — Officers not personally liable. 


(a) Any public or private corporation, board or association in this state or 
elsewhere may make applications, enter into agreements for and hold policies 
in any such mutual insurance company. Any officer, stockholder, trustee or 
legal representative of any such corporation, board, association or estate may 
be recognized as acting for or on its behalf for the purpose of the membership, 
but shall not be personally liable upon the contract of insurance by reason of 
acting in the representative capacity. 

(b) The right of any corporation organized under the laws of this state to 
participate as a member of any such mutual insurance company is declared to 
be incidental to the purpose for which the corporation is organized and as 
much granted as the rights and powers expressly conferred. 


History. § 3369a58b14; Code 1932, § 6326; T.C.A. (orig. 
Acts 1919, ch. 108, § 8; Shan. Supp.,_ ed.), § 56-1711. 


56-19-112. Voting rights of members. 


Every member of the company shall be entitled to one (1) vote, or to a 
number of votes based upon the insurance in force, the number of policies held 
or the amount of premiums paid, as may be provided in the bylaws. 


History. § 3369a58b15; Code 1932, § 6327; T.C.A. (orig. 
Acts 1919, ch. 108, § 9; Shan. Supp.,_ ed.), § 56-1712. 


56-19-113. Maximum premium to be stated — Cash and contingent 
premiums. 


(a) The maximum premium payable by any member shall be expressed in 
the policy or in the application for the insurance. The maximum premium may 
be a cash premium and the contingent premium not less than the cash 
premium, or may be solely a cash premium. 

(b) No policy shall be issued for a cash premium without an additional 
contingent premium, unless the company has a surplus of at least one hundred 
thousand dollars ($100,000) or a surplus that is not less in amount than the 
capital stock required of domestic stock insurance companies transacting the 
same kinds of insurance. 


History. § 3369a58b16; Code 1932, § 6328; T.C.A. (orig. 
Acts 1919, ch. 108, § 10; Shan. Supp.,_ ed.), § 56-1713. 


56-19-114. Investment of assets. 


No such company shall invest any of its assets except in accordance with the 
laws of this state relating to the investment of the assets of domestic stock 
insurance companies transacting the same kind of insurance. 


History. Cross-References. 

Acts 51919,) ch, 108, § 11;) Shan. Supp.; Investment of funds of domestic insurance 
§ 3369a58b17; Code 1932, § 6329; T.C.A. (orig. companies, §§ 56-3-302 — 56-3-304. 
ed.), § 56-1714. 
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56-19-115. Unearned premium and other reserves — Maintenance. 


The mutual company shall maintain unearned premium and other reserves 
separately for each kind of insurance, upon the same basis as that required of 
domestic stock insurance companies transacting the same kind of insurance, 
and the funds earned by each kind of insurance shall be kept separate and 
shall not be available to pay losses or expenses incurred by any other kind of 
insurance; provided, that any reserve for losses or claims based upon the 
premium income shall be computed upon the net premium income after 
deducting any so-called dividend or premium returned or credited to the 
member. 


History. 
Acts 1919, ch.. 108, § 12; Shan. Supp., 
§ 3369a58b18; Code 1932, § 6330; T.C.A. (orig. 


Cross-References. 
Domestic company, capital, surplus and de- 
posit requirements, § 56-2-104. 


ed.), § 56-1715. 


56-19-116. Assets not equal to unearned premium reserve and other 
liabilities — Assessment of members — Increase. 


A mutual company not possessed of assets at least equal to the unearned 
premium reserve and other liabilities shall make an assessment upon its 
members liable to assessment to provide for the deficiency, the assessment to 
be against each such member in proportion to the liability as expressed in the 
member’s policy; provided, that the commissioner may, by written order, 
relieve the company from an assessment or other proceeding to restore the 
assets during the time fixed in that order; and provided further, that any 
domestic company that is deficient in providing the unearned premium reserve 
required hereby may, notwithstanding the deficiency, come under this chapter 
on the condition that it shall each year thereafter reduce the deficiency at least 
fifteen percent (15%) of the original amount, and in this case it may increase 
its assessments accordingly. 


History. 

Acts 1919, ch. 108, § 18; Shan. Supp., 
§ 3369a58b19; Code 1932, § 6331; T.C.A. (orig. 
ed.), § 56-1716. 


Section to Section References. 
This section is referred to in § 56-19-125. 


Collateral References. 

Agent’s misrepresentations as defense to ac- 
tions for premiums or assessments. 136 A.L.R. 
5. 

Assessments, liability to, of policyholders in 
mutual insurance companies. 137 A.L.R. 945. 


56-19-117. Advancements. 


Delay in payment of dues or assessments, 
validity of contractual stipulation for payment 
of additional amount in case of. 41 A.L.R. 979. 

Fire insurance, liability of member of mutual 
company as affected by period of membership. 
53 A.L.R. 343. 

Insolvency of insurer at time of issuing policy 
as defense against collection of assessments. 
170 A.L.R. 1008. 

Limit of liability of members of insurance 
association. 10 A.L.R. 750. 

Setoff of loss under mutual insurance policy 
against premium or assessment. 31 A.L.R. 
1281. 


(a) Any director, officer or member of any such company, or any other 
person, may advance to the company any sum or sums of money necessary for 
the purpose of its business or to enable it to comply with any of the 
requirements of the law, and the money and the interest thereon as may have 
been agreed upon, not exceeding the legal rate of interest, shall be payable only 
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out of the surplus remaining after providing for all reserves and other 
liabilities and shall not otherwise be a liability or claim against the company 
or any of its assets. 

(b) No commission or promotion expenses shall be paid in connection with 
the advance of any such money to the company and the amount of the advance 
shall be reported in each annual statement. 


History. § 3369a58b20; Code 1932, § 6332; T.C.A. (orig. 
Acts 1919, ch. 108, § 14; Shan. Supp., ed.), § 56-1717. 


56-19-118. Foreign mutual insurance companies admitted if solvent — 
Requirements for admission. 


(a) Any mutual insurance company organized outside of this state and 
authorized to transact the business of insurance on the mutual plan in any 
state, district, or territory, shall be admitted and licensed, subject to the 
approval of the commissioner as provided for in this chapter, to transact the 
kinds of insurance authorized by its charter or articles to the extent and with 
the powers and privileges specified in this chapter and when it is solvent under 
this chapter, and has complied with the following requirements: 

(1) Filing with the commissioner a certified copy of its charter or articles 
and a certificate of the supervising insurance official of the state, district, or 
territory, in which it is incorporated, that it is there organized and autho- 
rized to do such business as it desires to transact in this state; 

(2) Filing with the commissioner a copy of its bylaws certified to by its 
secretary; 

(3) Appointing the commissioner its agent for the service of process in any 
action, suit, or proceeding in any court of this state, which authority shall 
continue as long as any liability shall remain outstanding in this state; 

(4) Filing a financial statement under oath, in the form that the commis- 
sioner may require, and complying with other provisions of the law appli- 
cable to the filing of papers and furnishing information by stock companies 
on application for authority to transact the same kinds of insurance; 

(5) If organized without the United States, making and maintaining the 
deposit required of stock insurance companies formed without the United 
States transacting the same kinds of insurance; and 

(6) Its name shall not be so similar to any name already in use by any 
such existing corporation, company or association organized or licensed in 
this state as to be confusing or misleading. 

(b) Upon compliance by any such foreign company with this section, the 
company shall be licensed and authorized to transact business in this state, 
subject to all the provisions of law relating to information to and examinations 
by the commissioner, annual reports, taxes and the renewal of licenses, 
applicable to stock insurance companies transacting the same kinds of insur- 
ance, except as otherwise provided in this chapter. 


History. § 3369a58b22; Code 1932, § 6334; T.C.A. (orig. 
Acts 1919, ch. 108, § 16; Shan. Supp.,_ ed.), § 56-1718. 
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56-19-119. Annual report — Examination — Information required. 


Every mutual insurance company shall make its annual report in such form 
and submit to such examinations and furnish such information as may be 
required by the commissioner. As far as practicable, the examinations of 
foreign mutual insurance companies shall be made in cooperation with the 
insurance departments of other states and the forms of the annual report shall 
be such as are in general use throughout the United States. 


History. Section to Section References. 

Acts 1919, ch. 108, § 17; Shan. Supp., This section is referred to in § 56-2-305. 
§ 3369a58b23; Code 1932, § 6335; T.C.A. (orig. 
ed.), § 56-1719. 


56-19-120. Reinsurance — Restrictions. 


Any such company organized or admitted to transact insurance in this state 
may reinsure any part or all of any risk or risks, in any insurance company or 
insurer licensed in this state; provided, that no such reinsurance shall be 
effected with any company or insurer not licensed in this state that has been 
disapproved by written order of the commissioner filed in the commissioner’s 
office. 


History. ch. 146, § 1; C. Supp. 1950, § 6339; T.C.A. 
Acts 1919, ch. 108, § 20; Shan. Supp., (orig. ed.), § 56-1720. 
§ 3369a58b27; Code 1932, § 6339; Acts 1949, 


56-19-121. Resident agent not required. 


Any law requiring that policies be countersigned and delivered through a 
resident agent shall not apply to any policy of the mutual company on which no 
commission shall be paid to any local agent. 


History. § 3369a58b21; Code 1932, § 6333; T.C.A. (orig. 
Acts 1919, ch. 108, § 15; Shan. Supp.,_ ed.), § 56-1721. 


56-19-122. Companies governed by this chapter not subject to any 
other law. 


Except as provided in this chapter, insurance companies organized or 
admitted to do business in this state under this chapter are not subject to any 
other law of this state governing insurance companies unless they are 
specifically mentioned or clearly included in its terms. 


History. § 3369a58b24; mod. Code 1932, § 6336; modi- 
Acts 1919, ch. 108, § 18; Shan. Supp., fied; T.C.A. (orig. ed.), § 56-1722. 


56-19-123. Violation of chapter — Penalty — Revocation of license. 


Any person or corporation violating this chapter commits a Class C misde- 
meanor, and the commissioner has the power to revoke the license of any such 
person or corporation. 
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History. Cross-References. 

Acts 1919, ch. 108, § 21; Shan. Supp., Penalty for Class C misdemeanor, § 40-35- 
§ 3369a58b28; Code 1932, § 6340; T.C.A. (orig. 111. 
ed.), § 56-1723; Acts 1989, ch. 591, § 1138. 


56-19-124. Requirements as to deposits and surplus. 


Each and every requirement and provision of §§ 56-2-101 — 56-2-104, 
56-2-113 — 56-2-115, 56-2-201 and 56-2-301 relating to the kinds of business as 
defined in those sections, required deposits with the commissioner, and 
required surplus of insurance companies, shall be fully and specifically 
applicable to all insurance companies organized under this chapter. 


History. 
Acts 1955, ch. 18, § 4; T.C.A., § 56-1724. 


56-19-125. State malpractice insurance companies becoming state 
stock malpractice insurance companies — Definitions — 
Plans. 


(a) Astate malpractice insurance company organized under Tennessee law 
may become a state stock malpractice insurance company operating under this 
chapter pursuant to a plan and procedure that is approved in advance by the 
commissioner. The commissioner shall not approve any such plan or procedure 
unless: 

(1) The plan or procedure is equitable to the insurer’s policyholders; 

(2) The plan or procedure is subject to approval by vote of not less than 
three fourths (%) of the votes cast in person, by proxy, or by mail at a meeting 
of policyholders called for the purpose pursuant to the notice and procedure 
as may be approved by the commissioner; 

(3) The equity of each policyholder in the insurer is determinable under a 
fair formula approved by the commissioner. The equity shall be based upon 
not less than the insurer’s entire surplus, after deducting contributed or 
borrowed surplus funds and any outstanding guaranty capital securities, 
plus a reasonable present equity in its reserves and in all nonadmitted 
assets; 

(4) The policyholders entitled to receive stock upon conversion and to 
participate in the purchase of additional stock, if any, include all policyhold- 
ers having policies in force on the date of conversion; 

(5) The plan provides that each policyholder of the insurer specified in 
subdivision (a)(4) shall receive a proportionate part of the capital stock to be 
issued in respect to the policyholders’ equity. The plan also gives to each such 
policyholder a nontransferable preemptive right to acquire a proportionate 
part of any additional capital stock to be issued and sold by the insurer, 
within a designated reasonable period. In addition to the issuance of shares 
with respect to the policyholders’ equity, if the insurer has outstanding 
guaranty capital securities, the plan shall require the sale of a sufficient 
number of shares (at the same price per share as all other shares issued 
under the plan) to retire the guaranty capital securities. To the extent each 
policyholder specified in subdivision (4) does not exercise the preemptive 
right to purchase a pro rata number of shares to retire the guaranty capital 
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securities, the holders of the guaranty capital securities shall have the right 
to convert the securities, including all accrued interest, into shares of capital 
stock at such price; 

(6) Shares are so offered to policyholders at a price not greater than that 
thereafter offered to others nor at more than five (5) times the par value of 
the shares; and 

(7) The plan, when completed, would provide for the converted insurer 
paid-in capital stock in an amount not less than the minimum paid-in capital 
required of a state stock insurer under this chapter; provided, that this 
provision does not apply to any converting mutual companies that were 
qualified and authorized under this chapter prior to May 7, 1969. 

(b)(1) As used in this section, unless the context otherwise requires: 

(A) “Commissioner” is the commissioner of commerce and insurance; 

(B) “Converted stock company” is a Tennessee domiciled stock company 
that converted from a Tennessee domiciled mutual company under this 
section; 

(C) “Eligible member” is a member whose policy is in force as of the date 
the mutual company’s board of directors adopts a plan of conversion. A 
person whose policy is issued after the board of directors adopts the plan 
but before the plan’s effective date is not an eligible member but shall have 
those rights set forth in subdivision (b)(10); and 

(D) “Plan of conversion” or “plan” is a plan adopted by a Tennessee 
domestic mutual company’s board of directors under this section to 
convert the mutual company into a Tennessee domiciled stock company. 
(2)(A) A mutual company seeking to convert to a stock company shall, by 
the affirmative vote of not less than two thirds (24) of its board of directors, 
adopt a plan of conversion consistent with the requirements of subdivision 
(b)(6). 

(B) At any time before approval of a plan by the commissioner, the 
mutual company by the affirmative vote of two thirds (24) of its board of 
directors, may amend or withdraw the plan. 

(3)(A) After adoption by the mutual company’s board of directors, the plan 

shall be submitted to the commissioner for review and approval. The 

commissioner shall approve the plan upon finding that: 
(i) This subsection (b) has been complied with; 
(ii) The plan will not prejudice the interests of the members; and 
(iii) The plan’s method of allocating subscription rights is fair and 
equitable. 

(B)G)(a) Prior to the members’ approval of the plan, a mutual company 
seeking the commissioner’s approval of a plan shall file the following 
documents with the commissioner for review and approval: 

(1) The plan of conversion, including the independent evaluation 
of pro forma market value required by subdivision (b)(6)(F); 

(2) The form of notice required by subdivision (b)(4)(B) for 
eligible members of the meeting to vote on the plan; 

(3) Any proxies to be solicited from eligible members pursuant to 
subdivision (b)(4)(C)(ii); 

(4) The form of notice required by subdivision (b)(10)(A) for 
persons whose policies are issued after adoption of the plan but 
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before the plan’s effective date; and 
(5) The proposed charter and bylaws of the converted stock 
company. 
(b) Once filed, these documents shall be approved or disapproved 
by the commissioner within a reasonable time. 

(ii) After the members have approved the plan, the converted stock 
company shall file the following documents with the commissioner: 

(a) The minutes of the meeting of the members at which the plan 
was voted upon; and 
(b) The revised charter and bylaws of the converted stock company. 

(C) The commissioner may retain, at the mutual company’s expense, 
any qualified expert not otherwise a part of the commissioner’s staff to 
assist in reviewing the plan and the independent evaluation of the pro 
forma market value that is required by subdivision (b)(6)(F). 

(4)(A) All eligible members shall be given notice of and an opportunity to 

vote upon the plan. 

(B) All eligible members shall be given notice of the members’ meeting 
to vote upon the plan. A copy of the plan or a summary of the plan shall 
accompany the notice. The notice shall be mailed to each member’s last 
known address, as shown on the mutual company’s records, within 
forty-five (45) days of the commissioner’s approval of the plan. The 
meeting to vote upon the plan shall not be set for a date less than sixty (60) 
days after the date when the notice of the meeting is mailed by the mutual 
company. If the meeting to vote upon the plan is held coincident with the 
mutual company’s annual meeting of policyholders, only one (1) combined 
notice of meeting is required. 

(C)G) After approval by the commissioner, the plan shall be adopted 

upon receiving the affirmative vote of at least two thirds (%) of the votes 

cast by eligible members. 

(ii) Members entitled to vote upon the proposed plan may vote in 
person or by proxy. Any proxies to be solicited from eligible members 
shall be filed with and approved by the commissioner. 

(iii) The number of votes each eligible member may cast shall be 
determined by the mutual company’s bylaws. If the bylaws are silent, 
each eligible member may cast one (1) vote. 

(5) Adoption of the revised charter of the converted stock company is 
necessary to implement the plan and shall be governed by the applicable 
provisions of the general corporation law. The revised charter may be 
adopted solely by the board of directors. 

(6) The following provisions shall be included in the plan: 

(A) The plan shall set forth the reasons for the proposed conversion; 
(B)G) The plan shall provide that all policies in force on the effective 
date of conversion shall continue to remain in force under the terms of 
those policies, except that any voting rights of the policyholders pro- 
vided for under the policies or under this code, and any contingent 
liability policy provisions of the type described in § 56-19-116 shall be 
extinguished on the effective date of the conversion; 
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(ii) The plan shall further provide that holders of participating 
policies in effect on the date of conversion shall continue to have the 
right to receive dividends as provided in the participating policies, if 
any; 

(iii) The converted stock company may issue the insured a nonpar- 

ticipating policy as a substitute for a participating policy upon the 
renewal date of a participating policy; 
(C)G) The plan shall provide that each eligible member is to receive, 
without payment, nontransferable subscription rights to purchase a 
portion of the capital stock of the converted stock company. As an 
alternative to subscription rights in the converted stock company, the 
plan may provide that each eligible member is to receive, without 
payment, nontransferable subscription rights to purchase a portion of 
the capital stock of: 

(a) Acorporation organized and owned by the mutual company for 
the purpose of purchasing and holding all the stock of the converted 
stock company; or 

(6) Astock insurance company owned by the mutual company into 
which the mutual company will be merged; 

(ii) The subscription rights shall be allocated in whole shares among 
the eligible members using a fair and equitable formula. This formula 
may, but need not, take into account how the different classes of policies 
of the eligible members contributed to the surplus of the mutual 
company; 

(D) The plan shall provide a fair and equitable means for the allocation 
of shares of capital stock in the event of an oversubscription to shares by 
eligible members exercising subscription rights received pursuant to 
subdivision (b)(6)(C); 

(EK) The plan shall provide that any shares of capital stock not sub- 
scribed to by eligible members exercising subscription rights received 
under subdivision (b)(6)(C) shall be sold in a public offering through an 
underwriter. If the shares of capital stock not subscribed by eligible 
members is so small in number as to not warrant the expense of a public 
offering, the plan of conversion may provide for the purchase of the 
unsubscribed shares by a private placement or other alternative method 
approved by the commissioner that is fair and equitable to the eligible 
members; 

(F) The plan shall set the total price of the capital stock equal to the 
estimated pro forma market value of the converted stock company based 
upon an independent evaluation by a qualified person. The pro forma 
market value may be the value that is estimated to be necessary to attract 
full subscription for the shares as indicated by the independent evalua- 
tion; 

(G) The plan shall set the purchase price of each share of capital stock 
equal to any reasonable amount that will not inhibit the purchase of 
shares by members. The purchase price of each share shall be uniform for 
all purchasers except the price may be modified by the commissioner by 
reason of the commissioner’s consideration of a plan for the purchase of 
unsubscribed stock pursuant to subdivision (b)(6); and 
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(H) The plan shall provide that any one (1) person or group of persons 
acting in concert may not acquire, through public offering or subscription 
rights, more than five percent (5%) of the capital stock of the converted 
stock company for a period of five (5) years from the effective date of the 
plan except with the approval of the commissioner. This limitation does 
not apply to any entity that is to purchase one hundred percent (100%) of 
the capital stock of the converted company as part of the plan of conversion 
approved by the commissioner or to a purchase of stock by a tax-qualified 
employee benefit plan pursuant to subscription grants granted to that 
plan as authorized under subdivision (b)(6)(C) and to a purchase of 
unsubscribed stock pursuant to subdivision (b)(6)(E). 

(7) The following provisions may be included in the plan: 

(A)i) The plan may provide that the directors and officers of the mutual 
company shall receive, without payment, nontransferable subscription 
rights to purchase capital stock of the converted stock company or the 
stock of another corporation that is participating in the conversion plan 
as provided in subdivision (b)(6)(C)(). Those subscription rights shall be 
allocated among the directors and officers by a fair and equitable 
formula; 

(ii) The total number of shares that may be purchased under subdi- 
vision (b)(7)(A)(j) may not exceed thirty-five percent (35%) of the total 
number of shares to be issued in the case of a mutual company with total 
assets of less than fifty million dollars ($50,000,000) or twenty-five 
percent (25%) of the total shares to be issued in the case of a mutual 
company with total assets of more than five hundred million dollars 
($500,000,000). For mutual companies with total assets between fifty 
million dollars ($50,000,000) and five hundred million dollars 
($500,000,000), the total number of shares that may be purchased shall 
be interpolated; 

(iii) Stock purchased by a director or officer under subdivision 
(b)(7)(A)G) may not be sold within one (1) year following the effective 
date of the conversion; and 

(iv) The plan may also provide that a director or officer or person 
acting in concert with a director or officer of the mutual company may 
not acquire any capital stock of the converted stock company for three 
(3) years after the effective date of the plan, except through a broker or 
dealer, without the permission of the commissioner. That provision may 
not apply to prohibit the directors and officers from purchasing stock 
through subscription rights received in the plan under subdivision 
(b)(7)(A)G). 

(B) The plan may allocate to a tax-qualified employee benefit plan 
nontransferable subscription rights to purchase up to ten percent (10%) of 
the capital stock of the converted stock company or the stock of another 
corporation that is participating in the conversion plan as provided in 
subdivision (b)(6)(C)(i). That employee benefit plan shall be entitled to 
exercise its subscription rights regardless of the amount of shares pur- 
chased by any other person. 

(8) The board of directors may adopt a plan of conversion that does not 
rely in whole or in part upon the issuance to members of nontransferable 
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subscription rights to purchase stock of the converted stock company if the 
commissioner finds that the plan does not prejudice the interests of the 
members, is fair and equitable, and is based upon an independent appraisal 
of the market value of the mutual company by a qualified person and a fair 
and equitable allocation of any consideration to be given eligible members. 
The commissioner may retain, at the mutual company’s expense, any 
qualified expert not otherwise a part of the commissioner’s staff to assist in 
reviewing whether the plan may be approved by the commissioner. 

(9) Aplan shall become effective when the commissioner has approved the 
plan, the members have approved the plan, and the revised charter has been 
adopted. 

(10)(A) All members whose policies are issued after the proposed plan has 
been adopted by the board of directors and before the effective date of the 
plan shall be given written notice of the plan of conversion. The notice 
shall specify the member’s right to rescind that policy as provided in 
subdivision (b)(10)(B) within forty-five (45) days after the effective date of 
the plan. A copy of the plan or a summary of the plan shall accompany the 
notice. The form of the notice shall be filed with and approved by the 
commissioner. 

(B) Any member entitled to receive the notice described in subdivision 

(b)(10)(A) shall be entitled to rescind the member’s policy and receive a full 
refund of any amounts paid for the policy or contract within ten (10) days 
after the receipt of the notice. 
(11)(A) Upon the conversion of a mutual company to a converted stock 
company according to this subsection (b), the corporate existence of the 
mutual company shall be continued in the converted stock company. All 
the rights, franchises, and interests of the mutual company in and to every 
type of property, real, personal, and mixed, and things in action thereunto 
belonging, is deemed transferred to and vested in the converted stock 
company without any deed or transfer. Simultaneously, the converted 
stock company is deemed to have assumed all the obligations and 
liabilities of the mutual company. 

(B) The directors and officers of the mutual company, unless otherwise 
specified in the plan of conversion, shall serve as directors and officers of 
the converted stock company until new directors and officers of the 
converted stock company are duly elected pursuant to the charter and 
bylaws of the converted stock company. 

(12) No director, officer, agent, or employee of the mutual company or any 
other person shall receive any fee, commission, or other valuable consider- 
ation, other than the person’s usual regular salary and compensation, for in 
any manner aiding, promoting, or assisting in the conversion except as set 
forth in the plan approved by the commissioner. This provision does not 
prohibit the payment of reasonable fees and compensation to attorneys, 
accountants and actuaries for services performed in the independent prac- 
tice of their professions, even if the attorney, accountant or actuary is also a 
director of the mutual company. 

(13) All the costs and expenses connected with a plan of conversion shall 
be paid for or reimbursed by the mutual company or the converted stock 
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company except where the plan provides either for a holding company to 
acquire the stock of the converted stock company or for the merger of the 
mutual company into a stock insurance company as provided in subdivision 
(b)(6)(C)G). In those cases, the acquiring holding company or the stock 
insurance company shall pay for or reimburse all the costs and expenses 
connected with the plan. 

(14) If the mutual company complies substantially and in good faith with 
the notice requirements of this subsection (b), the mutual company’s failure 
to give any member or members any required notice does not impair the 
validity of any action taken under this subsection (b). 

(15) Any action challenging the validity of or arising out of acts taken or 
proposed to be taken under this subsection (b) shall be commenced within 
thirty (30) days after the effective date of the plan. 

(c) Any insurance company organized under this chapter may become a 

state stock insurance company pursuant to subsection (b). 


History. 
Acts 1996, ch. 998, § 1; 1997, ch. 266, § 1; 
1999, ch. 108, § 1. 
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56-20-111. Liability for assessments made before exclusion — Penalty — Limitation of actions. 
56-20-112. Notice of exclusion and cancellation — Repayment of equitable portion of unearned 
premiums of cancelled policy. 
56-20-113. Annual statement to commissioner. 
56-20-114. Examination by commissioner — Payment of expenses — Prosecution of offending 
officers. 

56-20-115. Fees of commissioner. 
56-20-116. Extension of business operations. 
56-20-117. Exemption from deposit and surplus requirements. 


56-20-101. Documents filed with commissioner. 


Every mutual or assessment fire insurance company shall file with the 
commissioner of commerce and insurance a properly certified copy of its 
charter or articles of incorporation, together with a sworn statement of three 
(3) of the incorporators that bona fide agreements have been entered into for 
the insurance of property of an amount not less than fifty thousand dollars 
($50,000), and of the nature and class stated in this chapter. 
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History. 

Acts 1895, ch. 220, § 2; Shan., § 3355; Code 
1932, § 6237; impl. am. Acts 1971, ch. 137, § 2; 
T.C.A. (orig. ed.), § 56-1901. 


Cross-References. 
Premium tax, § 56-4-205. 


MUTUAL OR ASSESSMENT FIRE INSURANCE COMPANIES 


56-20-104 


Section to Section References. 
Chapters 18-21 are referred to in § 56-1-501. 
Chapters 19-21 are referred to in § 56-2-104. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 111. 


NOTES TO DECISIONS 


1. Charter Only Invalid as to Excess Pow- 
ers. 

Where charter granted to mutual fire insur- 
ance company contained powers in excess of 
and contrary to those allowed by act incorpo- 
rating company the charter was not void since 
charter was only invalid as to excess of powers 
granted in charter, and the company had the 


right to exercise the power granted under the 
act, and where company entered into contract 
with plaintiff under legitimate powers granted 
company the directors of the company were not 
liable to plaintiff for balance due under judg- 
ment recovered against insolvent corporation. 
Shoun v. Armstrong, 59 S.W. 790, 1900 Tenn. 
Ch. App. LEXIS 124 (1900). 


56-20-102. Policy provisions. 


The directors of every corporation subject to this chapter shall issue policies 
of insurance, signed by its president and secretary, agreeing in the name of the 
corporation to pay all damages, not exceeding the amount insured, which shall 
not be more than five thousand dollars ($5,000) on any one (1) risk, done to 
dwelling houses, barns and their contents, and other property not more 
hazardous and buildings not more hazardous, in cities or villages, and their 
contents, during the time mentioned in the policy. Every policy issued shall 
have attached to it a printed copy of the bylaws and regulations of the 
corporation. 


A.L.R.4th 126. 

Liability of insurer for prejudgment interest 
in excess of policy limits for covered loss. 23 
A.L.R.5th 75. 


History. 
Acts 1895, ch. 220, § 3; Shan., § 3356; Code 
1932, § 6238; T.C.A. (orig. ed.), § 56-1902. 


Collateral References. 
Insured’s right to recover from insurer pre- 
judgment interest on amount of fire loss. 5 


56-20-103. Obligations of insured — Uniformity. 


Every person insured in and by any corporation subject to this chapter shall 
give an undertaking in the form as the corporation may prescribe, which form 
shall be uniform between and by all the insured, to pay the person’s pro rata 
share of all losses or damages sustained by any member from any cause 
specified in the policy of the corporation. The person shall also pay a 
reasonable sum for expenses as the bylaws may require. 


History. 
Acts 1895, ch. 220, § 4; Shan., § 3357; Code 
1932, § 6239; T.C.A. (orig. ed.), § 56-1903. 


56-20-104. Payment of losses or damages — Borrowing or assessments 
— General assessments. 


(a) Should the amount of any loss or damage exceed the amount of money on 
hand, such of its officers as may be authorized by the bylaws to do so shall 
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convene the directors or executive committee, who may borrow money on the 
credit of the corporation, sufficient to pay the loss, but no more, or make an 
assessment upon all the property insured pro rata according to its classifica- 
tion, and according to the amount insured, sufficient to pay what the cash in 
hand falls short of paying, or for the whole loss or damage, as the directors or 
executive committee may decide to be for the best interest of the corporation. 
If the directors or the executive committee deem it to be for the best interest of 
the corporation, they may, with the authority of a majority in value of the 
insurance held by members of the corporation, conferred by resolution, bylaw, 
or otherwise, previously given, make an estimate of the sums as, in their 
judgment, will be necessary to pay all losses, damages, and expenses for the 
current year, and supply any deficiency in the preceding year, and proceed to 
assess, levy, and collect the same of the members of the corporation at such 
times as, in their discretion, will be most advantageous to the corporation. 

(b) The assessment shall be made pro rata upon all property at the time 
insured, according to its classification or according to the amount insured, 
sufficient to pay the amount so estimated. 

(c) Not more than one (1) such general assessment shall be made in any one 
(1) year, nor shall any such assessment be made if more than ten percent (10%) 
of any previous assessment shall be in the treasury of the corporation, and not 
at the time required for losses actually suffered. 

(d) No assessment shall be invalid because made in whole or in part for the 
purpose of paying any money borrowed by the directors or executive commit- 
tee, which has been used in the payment of any claim for the loss or damage 
against the corporation. 


History. Section to Section References. 
Acts 1895, ch. 220, § 5; Shan., § 3358; Code This section is referred to in § 56-20-105. 
1932, § 6240; T.C.A. (orig. ed.), § 56-1904. 


56-20-105. Limitation on and use of assessments. 


The officers of the corporation shall not enter into any contract or agreement, 
or make any debt of any kind, except for payment of losses or damages as 
provided in § 56-20-104, that will require an assessment of more than fifty 
cents (50¢) on each one hundred dollars ($100) of insurance in force. Neither 
shall the officers of any such company use for current expenses any money 
assessed for losses or damages, and all money for the expenses raised by 
assessment must be so stated in the notices calling for the assessment. 


History. 
Acts 1895, ch. 220, § 6; Shan., § 3359; Code 
1932, § 6241; T.C.A. (orig. ed.), § 56-1905. 


56-20-106. Notice of assessments — Time of payment — Expense and 
cost of collection. 


The secretary shall, within thirty (30) days after any assessment has been 
made, notify every member of the corporation, by written or printed notice, 
signed by the secretary, stating the amount due the corporation from the 
members, the time when and to whom it shall be paid, and the use to be made 
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of the money collected. Such time shall not be less than thirty (30) days nor 
more than sixty (60) days from the service of the notice, which notice may be 
served personally or by mail. If by mail, service shall be deemed complete when 
deposited in the post office at the place where the principal office of the 
corporation is located, directed to each member at the member’s place of 
residence or business, and postage prepaid. The expense and cost of collection 


of the assessment shall be regulated by the bylaws. 


Section to Section References. 
This section is referred to in § 56-9-103. 


History. 
Acts 1895, ch. 220, § 7; Shan., § 3360; Code 
1932, § 6242; T.C.A. (orig. ed.), § 56-1906. 


56-20-107. Collection of assessments by officers — Individual liability 
for neglect. 


The officers of every corporation subject to this chapter may proceed to 
collect any assessment, when due and unpaid for thirty (30) days. Refusal and 
neglect on their part to endeavor to collect the assessments, or to perform any 
of the duties imposed by this chapter, shall render them liable, individually, for 
the amount lost by any person who loses by their neglect or refusal, and an 
action can be maintained against the officers for the losses. 


History. 
Acts 1895, ch. 220, § 8; Shan., § 3364; Code 
1932, § 6246; T.C.A. (orig. ed.), § 56-1907. 


NOTES TO DECISIONS 


1. Liability of Directors. 

Directors of fire insurance company were not 
individually liable for balance due on judgment 
recovered against company for fire loss where 
after directors had made assessment on prior 
losses many members withdrew or refused to 
pay assessment and directors attempted to can- 
cel the remaining insurance, but after being 


advised that they did not have the power to do 
so proceeded to levy assessments and applied 
amount collected on plaintiffs judgment, since 
directors acted in good faith and plaintiff failed 
to show that he suffered any damage as result 
of actions of directors. Shoun v. Armstrong, 59 
S.W. 790, 1900 Tenn. Ch. App. LEXIS 124 
(1900). 


56-20-108. Actions to recover assessments — Penalty and interest. 


An action may be brought by the corporation against any member to recover 
all assessments that the member may neglect or refuse to pay, made upon the 
member under this chapter, or by the bylaws of the corporation. If the 
corporation is compelled to bring any such action in order to collect any such 
assessment, it may recover the amount so assessed, with fifty percent (50%) to 
be added to the amount, in addition to lawful interest, as a penalty for the 
neglect and refusal to pay within the time required. 


Section to Section References. 
This section is referred to in § 56-20-111. 


History. 
Acts 1895, ch. 220, § 8; Shan., § 3361; Code 
1932, § 62438; T.C.A. (orig. ed.), § 56-1908. 


Cross-References. 
Limitation of action to recover penalty and 
interest, § 56-20-111. 
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56-20-109. Lien for assessments — Rights of subsequent purchaser, or 
junior lienholder. y 


The corporation shall have a lien upon the property insured to secure the 
payment of the assessments and calls as may be legally made under the 
contract of insurance, and, in case of loss, the subsequent purchaser, or junior 
lienholder, shall be entitled to the benefits of the insurance, and to the rights, 
benefits and privileges of the original insured, to the extent of the insured’s 
interest in the property. 


History. on insured property for premiums, § 56-21- 
Acts 1895, ch. 220, § 8; Shan., § 3366; Code 119. 
1932, § 6248; T.C.A. (orig. ed.), § 56-1909. 


Cross-References. 
State mutual fire insurance companies, lien 


NOTES TO DECISIONS 


1. Death of Tenant in Common. instituted because of a fire which occurred after 
Where property insured against loss by fire the death of the tenant in common. Patton v. 
was owned as tenants in common by three Farmers Mut. Fire Ins. Co., 22 Tenn. App. 664, 


persons and one of the tenants in common died, 125 S.W.2d 498, 1938 Tenn. App. LEXIS 68 
it was not such a change of ownership in the (‘Tenn. Ct. App. 1938). 
property as to bar a suit on the insurance policy 


56-20-110. Exclusion from membership — Policies cancelled or with- 
drawn — Effect. 


Any member who neglects or refuses to pay an assessment may for this 
reason, or for any other reason satisfactory to the directors or executive 
committee, be excluded by a majority of the directors or executive committee, 
or as the bylaws may prescribe, from the corporation; and when thus excluded, 
the secretary shall cancel or withdraw the person’s policy or policies and notify 
the person of the fact, which shall prevent the person’s recovering for any loss 
or damage sustained after the exclusion. 


History. Section to Section References. 
Acts 1895, ch. 220, § 8; Shan., § 3362; Code This section is referred to in §§ 56-20-11], 
1932, § 6244; T.C.A. (orig. ed.), § 56-1910. 56-20-112. 


56-20-111. Liability for assessments made before exclusion — Penalty 
— Limitation of actions. 


A member liable under § 56-20-110 shall remain liable for the payment of 
any assessment made prior to the member’s exclusion, and for the penalty 
provided in § 56-20-108, in case action has been or shall be brought against 
the member therefor, within twelve (12) months after the time it was due. 


History. Cross-References. 
Acts 1895, ch. 220, § 8; Shan., § 3363; Code Policyholder’s liability as asset of company, 
1932, § 6245; T.C.A. (orig. ed.), § 56-1911. §§ 56-21-117, 56-21-118. 
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56-20-112. Notice of exclusion and cancellation — Repayment of equi- 
table portion of unearned premiums of cancelled policy. 


If any member of the corporation is excluded therefrom as provided in 
§ 56-20-110, and the policy issued to such member cancelled, the secretary 
shall at once enter the action, with date thereof, upon the records of the 
association, and, either in person or by mail, notify the member of the 
exclusion, and, if by mail, the postage shall be prepaid and the notice be 
addressed to the office given in the application or policy. From and after the 
personal notice, or five (5) days after mailing the notice, as required in this 
section, the policy shall be cancelled, and all liability on the policy shall cease, 
but the owner shall be entitled to receive from the corporation a repayment of 
an equitable portion of all unearned money to which the member has 
contributed, if any. 


History. 
Acts 1895, ch. 220, § 8; Shan., § 3365; Code 
1932, § 6247; T.C.A. (orig. ed.), § 56-1912. 


56-20-113. Annual statement to commissioner. 


The president and secretary of every corporation doing business under this 
chapter shall make a statement, under oath, to the commissioner showing the 
condition of the corporation on December 31 in each year, which shall contain 
the amount and kind of property insured, the number of policies issued from 
the time of organization of the corporation up to the time of making the 
statement, the number insured during the year last past, the amount of 
insurance accepted and amount withdrawn, expired, and cancelled during the 
year, the whole amount of insurance in force on December 31, the amount of 
money received during the year by the corporation, the amount of disburse- 
ments, specifying the amount paid for fees, salaries, commissions, and all other 
matters of interest to the corporation or member that the commissioner may 
require on or before February 1 next following. 


History. 1932, § 6249; impl. am. Acts 1971, ch. 137, § 2; 
Acts 1895, ch. 220, § 9; Shan., § 3367; Code _ T.C.A. (orig. ed.), § 56-1913. 


56-20-114. Examination by commissioner — Payment of expenses — 
Prosecution of offending officers. 


It is the duty of the commissioner, upon the application of five (5) members 
of any company doing business under this chapter, or two (2) directors, or the 
president or secretary, to examine into the management of such company, and 
the company shall pay the necessary expenses of the examination. Should the 
commissioner find that any officer or any number of officers have been, or are, 
at the time, violating this chapter or the bylaws of the company, the commis- 
sioner shall cause the officer or officers to be prosecuted, as with other 
corporations that are guilty of like violations. 


History. 
Acts 1895, ch. 220, § 10; Shan., § 3368; Code 
1932, § 6250; T.C.A. (orig. ed.), § 56-1914. 
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56-20-115. Fees of commissioner. 


The commissioner shall collect and pay into the state treasury the fees 
prescribed by § 56-4-101 for issuing each new certificate of authority for filing 
the company’s annual statement and for amendments to the company’s 
certificate of authority. 


1932, § 6251; Acts 1979, ch. 298, § 2; T.C.A. 
(orig. ed.), § 56-1915. 


History. 
Acts 1895, ch. 220, § 11; Shan., § 3369; Code 


56-20-116. Extension of business operations. 


Companies organized or incorporated under the laws of this state, and 
operated under and according to this chapter, are authorized and empowered 
to extend their business to and operate in contiguous counties. 


Code 1932, § 6252; T.C.A. (orig. ed.), § 56- 
1916. 


History. 
Acts 1897, ch. 130, § 1; Shan., § 3369a1; 


56-20-117. Exemption from deposit and surplus requirements. 


Sections 56-2-101 — 56-2-104, 56-2-113 — 56-2-115, 56-2-201, and 56-2-301 
do not apply to or affect, nor should they be construed as in any way applying 
to or affecting, domestic, state and county mutual fire insurance companies, 
the organization of which was and is authorized by this chapter and chapters 


21 and 22 of this title. 


History. 


Acts 1955, ch. 13, § 7; T.C.A., § 56-1917. 


CHAPTER 21 


STATE MUTUAL FIRE INSURANCE COMPANIES 


Section 


56-21-101. 
56-21-102. 
56-21-103. 


56-21-104. 
56-21-105. 
56-21-106. 
56-21-107. 
56-21-108. 
56-21-109. 
56-21-110. 


56-21-111. 
56-21-112. 
56-21-113. 


56-21-114. 
56-21-115. 
56-21-116. 
56-21-117. 
56-21-118. 
56-21-119. 
56-21-120. 


Paid-up guaranty capital — Division into shares. 

Deposit of securities. 

Interest and dividends from guaranty capital securities to subscribers — Dividends on 
paid-up shares. 

Investment of guaranty capital and other assets. 

Impairment of guaranty capital — Effect. 

Retirement or liquidation of guaranty capital. 

Return to guarantors upon retirement or liquidation of guaranty capital. 

Withdrawal of guaranty capital or securities by guarantor. 

Reinsurance reserve — Computation. 

Deposits and investments — Borrowing of funds by officers or committee members 
prohibited — Director or officer not to take fees for making loans — Penalty. 

Annual report to commissioner — Fee. 

Injunction against further business — Procedure — Appointment of receiver. 

Guaranty capitalized companies maintaining reinsurance reserves may limit premi- 
ums in policies. 

Policy and its prescribed requisites constitute the contract. 

Regular and contingent premium information in policy. 

Regular and contingent premiums — Additional assessments. 

Policyholder’s liability — Computation as assets of company. 

Extent of policyholder’s liability. 

Lien on insured property for premiums and other policy obligations. 

Action to collect premiums or other obligation — Costs and attorney’s fee. 
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Section 


56-21-121. 


56-21-122. 


56-21-123. 
56-21-124. 
56-21-125. 


56-21-126. 
56-21-127. 
56-21-128. 
56-21-129. 
56-21-130. 
56-21-131. 


STATE MUTUAL FIRE INSURANCE COMPANIES 56-21-103 


Voting rights of policyholders and guarantors — Election of directors — Qualifications 
of officers and directors. 

Accepting or rejecting insurance shall not be compensated by commissions on premi- 
ums. 

Maximum amounts of fire risks prescribed. 

Reinsurance of fire risks with or for other companies. 

Reinsurance of excess fire risks — Reinsurance in unauthorized company — Premium 
tax. 

Reinsurance of fire risks to be deducted in determining limit of insurance. 

Premium rate or assessment paid to reinsuring company. 

Regular policies, assessments and premium rates apply to reinsurance. 

Dividends to policyholders. 

Certificate of authority for agents — Fee. 

Conversion of state mutual fire insurance company to state stock fire insurance 


company. 


56-21-132. Guaranty capital — Contingent premiums. 


56-21-101. Paid-up guaranty capital — Division into shares. 


(a) Any mutual fire insurance company organized under the laws of this 
state shall have a paid-up guaranty capital of not less than nine hundred fifty 
thousand dollars ($950,000) divided into shares of not exceeding one hundred 
dollars ($100) each. 

(b) The increase in the minimum amount of guaranty capital provided by 
the 1969 amendment does not apply to companies qualified and authorized 
prior to May 7, 1969. 


Chapters 19-21 are referred to in § 56-2-104. 
This chapter is referred to in § 56-23-101. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 111. 


History. 

Acts 1907, ch. 461, § 2; Shan., § 3369a4; 
Acts 1921, ch. 160, § 2; Code 1932, § 6255; 
Acts 1969, ch. 218, §§ 2, 6; 1973, ch. 292, § 4; 
T.C.A. (orig. ed.), § 56-2003. 


Section to Section References. 
Chapters 18-21 are referred to in § 56-1-501. 


56-21-102. Deposit of securities. 


Notwithstanding the provisions contained in § 56-2-104 to the contrary, 
guaranty capital securities, in amounts equal to the requirements of § 56-2- 
104(a)(4), must be deposited with the commissioner of commerce and insur- 
ance for the protection of the policyholders and creditors of the company in this 
state. Companies not having guaranty capital securities must deposit securi- 
ties equal to ten percent (10%) of net written premiums, annually, not to exceed 
the requirements of § 56-2-104(a)(4). 


Acts 1967, ch. 236, § 1; 1968, ch. 549, § 1; 
ip cnnGs.uenls 2077, chi20Z Sri TOA 
(orig. ed.), § 56-2004. 


History. 

Acts 1907, ch. 461, § 2; Shan., § 3369a6; 
Acts 1921, ch. 160, § 2; Code 1932, § 6257; 
Acts 1945, ch. 105, § 2; C. Supp. 1950, § 6257; 


56-21-103. Interest and dividends from guaranty capital securities to 
subscribers — Dividends on paid-up shares. 


Every mutual fire insurance company organized with a guaranty capital 
may allow its subscribers all the interest and dividends accruing from the 
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guaranty capital securities, according to the amount paid in or deposited by the 
respective guarantors, and, in addition, may pay the guarantors dividends of 
not exceeding six percent (6%) per annum on their respective paid-up shares; 
provided, that the surplus at the end of each year, over and above all liabilities, 
including reinsurance reserve and guaranty capital, is sufficient to pay the 


dividends. 


Acts 1921, ch. 160, § 3; Code 1932, § 6258; 
T.C.A. (orig. ed.), § 56-2005. 


History. 
Acts 1907, ch. 461, § 3; Shan., § 3369a7; 


56-21-104. Investment of guaranty capital and other assets. 


The capital and other invested assets of the company shall be invested in 
real estate mortgages or mortgage notes, not exceeding one half (14) of the 
value of the property, or in such other securities as are permitted for 
investment by domestic stock fire insurance companies. 


Acts 1921, ch. 160, § 2; Code 1932, § 6256; 
T.C.A. (orig. ed.), § 56-2006. 


History. 
Acts 1907, ch. 461, § 2; Shan., § 3369a5; 


56-21-105. Impairment of guaranty capital — Effect. 


(a) Should the guaranty capital of any mutual fire insurance company at 
any time become impaired and remain so for sixty (60) days, the company shall 
cease issuing policies until the impairment is made good by either replacing 
the funds due the guaranty capital or by reducing the authorized amount of 
same by written notice to the commissioner by an amount equal to the 
impairment, but in no event to less than nine hundred fifty thousand dollars 
($950,000). The company may continue to collect premiums that are due or 
become due on policies already in force while the impairment exists and until 
it is made good. 

(b) The increase in the minimum amount of guaranty capital provided by 
the 1969 amendment does not apply to companies qualified and authorized 
prior to May 7, 1969. 


History. Acts 1969, ch. 218, §§ 3, 6; T.C.A. (orig. ed.), 
Acts 1907, ch. 461, § 4; Shan., § 3369a9; § 56-2007. 
Acts 1921, ch. 160, § 4; Code 1932, § 6260; 
NOTES TO DECISIONS 


Analysis 2. Status of Policyholders. 

The policyholders or members sustain a rela- 
tion to the company very similar to that of 
stockholders. Gleason v. Prudential Fire Ins. 
Co., 127 Tenn. 8, 151 S.W. 1030, 1912 Tenn. 


LEXIS 2 (1912). 


1. Assets. 
2. Status of Policyholders. 
3. Rights and Liabilities on Insolvency. 


1. Assets. 


Mutual assessment fire insurance companies 
e 3. Rights and Liabilities on Insolvency. 


have no capital stock. The cash paid in for 
premiums and the premium notes constitute 
their assets. Gleason v. Prudential Fire Ins. 
Co., 127 Tenn. 8, 151 S.W. 1080, 1912 Tenn. 
LEXIS 2 (1912). 


Upon the insolvency of the company, a poli- 
cyholder cannot recover premiums paid in, nor 
avoid premium notes, so long as the company 
has outstanding debts. Gleason v. Prudential 
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Fire Ins. Co., 127 Tenn. 8, 151 S.W. 1030, 1912 
Tenn. LEXIS 2 (1912). 

Upon the insolvency of a company and the 
appointment of a receiver upon that ground, its 
outstanding policies are canceled by operation 
of law, and the subsequent losses under the 
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56-21-109 


policies are not liabilities enforceable against 
the receiver, regardless of the payment of pre- 
miums and the period of existence or continu- 
ation of the policies. Gleason v. Prudential Fire 
Ins. Co., 127 Tenn. 8, 151 S.W. 1030, 1912 Tenn. 
LEXIS 2 (1912). 


56-21-106. Retirement or liquidation of guaranty capital. 


A mutual fire insurance company may at any time use any surplus over and 
above all liabilities, including reinsurance reserve, for the purpose of retiring 
or liquidating any part of its guaranty capital. All of the guaranty capital shall 
be retired when an amount of net surplus of one million five hundred thousand 
dollars ($1,500,000) shall have been accumulated. 


Acts 1972, ch. 7038, § 1; T.C.A. (orig. ed.), § 56- 
2008. 


History. 
Acts 1907, ch. 461, § 4; Shan., § 3369al10; 
Acts 1921, ch. 160, § 4; Code 1932, § 6261; 


56-21-107. Return to guarantors upon retirement or liquidation of 
guaranty capital. 


When guaranty capital is being retired or liquidated, if the guarantors have 
made their contributions in cash, a like amount of cash shall be repaid them; 
but if the same has been made in securities, the securities if not disposed of, or 
their cash value at the time of their sale if disposed of, shall be returned to the 
guarantor contributing them, or the return of the guaranty capital shall be 
made on such other terms as are agreed upon when the securities are deposited 
by the guarantor. 


History. 
Acts 1907, ch. 461, § 4; Shan., § 3369a12; 


Acts 1921, ch. 160, § 4; Code 1932, § 6263; 
T.C.A. (orig. ed.), § 56-2009. 


56-21-108. Withdrawal of guaranty capital or securities by guarantor. 


(a) A guarantor desiring to surrender the guarantor’s shares and withdraw 
the guaranty capital or securities may do so by giving the company ninety (90) 
days’ written notice to that effect; provided, that the withdrawal does not 
impair the company’s guaranty capital below nine hundred fifty thousand 
dollars ($950,000). 

(b) The increase in the minimum amount of guaranty capital provided by 
the 1969 amendment does not apply to companies qualified and authorized 
prior to May 7, 1969. 


Acts 1969, ch. 218, §§ 4, 6; T.C.A. (orig. ed.), 
§ 56-2010. 


History. 
Acts 1907, ch. 461, § 4; Shan., § 3369a11; 
Acts 1921, ch. 160, § 4; Code 1932, § 6262; 


56-21-109. Reinsurance reserve — Computation. 


When computing reinsurance reserve, policy fees, membership and endorse- 
ment fees, all agents’ commissions and salaries of all agents required to have 
a certificate of authority from the department of commerce and insurance shall 
be excluded as a part of the premium receipts. The unpaid premiums in the 
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course of collection and the unpaid premium notes of the policyholders not over 
twelve (12) months due shall be treated as ledger assets. ~- — 


History. Acts 1921, ch. 160, § 4; Code 1932, § 6264; 
Acts 1907, ch. 461, § 4; Shan., § 33869a13; ‘T-.C.A. (orig. ed.), § 56-2011. 


56-21-110. Deposits and investments — Borrowing of funds by officers 
or committee members prohibited — Director or officer 
not to take fees for making loans — Penalty. 


(a) The deposits and investments of every mutual fire insurance company 
subject to this chapter shall be made in its corporate name. 

(b) No officer of the company or member of any committee thereof charged 
with the investment of funds shall borrow the same or be, directly or indirectly, 
liable therefor, for or on account of loans made to others, nor shall any director 
or any officer take or receive to use any fee, brokerage, commission, gift or 
other consideration on account of any loan made by or on behalf of any such 
company; provided, that this does not prevent the persons subscribing for or 
securing shares of guaranty capital in any company operating on the guaranty 
capital plan on equal terms and conditions with other guarantors. 

(c) A violation of this section is a Class C misdemeanor. 


History. Cross-References. 
Acts 1907, ch. 461, § 10; Shan., § 3369a26; Penalty for Class C misdemeanor, § 40-35- 
Acts 1921, ch. 160, § 10; Code 1932, § 6277; 111. 
T.C.A. (orig. ed.), § 56-2012; Acts 1989, ch. 591, 
§ 113. 


56-21-111. Annual report to commissioner — Fee. 


Every company subject to this chapter shall make an annual report to the 
commissioner, by March 1 of each year as of December 31 of the preceding year, 
on blank forms prepared and furnished by the commissioner for that purpose, 
setting forth the transactions of the company during the previous year, 
showing its condition at the close of the year, and shall pay to the commissioner 
a fee of fifty dollars ($50.00) at the time of filing the statement. 


History. Acts 1972, ch. 703, § 2; 1979, ch. 298, § 3; 
Acts 1907, ch. 461, § 11; Shan., § 3369a27;  T.C.A. (orig. ed.), § 56-2013. 
Acts 1921, ch. 160, § 11; Code 1932, § 6278; 


56-21-112. Injunction against further business — Procedure — Ap- 
pointment of receiver. 


(a) The commissioner, whenever satisfied that any such company has 
exceeded its powers or has failed to comply with this chapter, or is conducting 
its business fraudulently, or that in the commissioner’s judgment its financial 
condition is unsound, or that it is not maintaining the required amount of net 
surplus or unimpaired guaranty capital and reserve, shall have the duty to 
present the facts relating thereto to the attorney general and reporter, who 
shall, if the attorney general and reporter deems the circumstances warrant, 
commence an action in quo warranto or an action of that nature in any court 
of competent jurisdiction nearest to the company’s domicile; and, if upon the 
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trial, the court finds that the allegations in the petition are true and that legal 
grounds exist therefor, the company shall be enjoined from doing further 
business; provided, that the company shall have reasonable notice served upon 
it by the commissioner and shall be given reasonable opportunity and time to 
show cause why the proceedings should not be commenced and to make good 
any impairment in its guaranty capital or reserve. 

(b) Whenever, in the opinion of the court, the company should not be 
permitted longer to transact business, the court shall appoint a receiver for the 
purpose of winding up its business as in other cases of receivership in this 
state. 


History. 
Acts 1907, ch. 461, § 12; Shan., § 3369a28; 


Acts 1921, ch. 160, § 12; Code 1932, § 6279; 
T.C.A. (orig. ed.), § 56-2014. 


NOTES TO DECISIONS 


Analysis 


1. Time Limit for Proof of Loss. 
2. Waiver of Time Limit for Proof of Loss. 


1. Time Limit for Proof of Loss. 

Where a company became insolvent and a 
receiver was appointed, upon the ground of the 
insolvency, after the insured suffered a loss, but 
before the time for filing proofs had expired, 
and the court fixed a time within which all 
creditors were required to file petitions to es- 
tablish their claims, such order superseded the 
requirement of the policy as to the time limit of 


filing proofs of loss. Gleason v. Prudential Fire 
Ins. Co., 127 Tenn. 8, 151 S.W. 1030, 1912 Tenn. 
LEXIS 2 (1912). 


2. Waiver of Time Limit for Proof of Loss. 
Where the local agent and the adjuster of a 
fire insurance company promised to furnish the 
insured with blanks on which to make proof of 
his loss, the failure to furnish the insured such 
blanks, within the time stipulated by the policy, 
is a waiver of the condition requiring the in- 
sured to make proof of loss within that time. 
Gleason v. Prudential Fire Ins. Co., 127 Tenn. 8, 
151 S.W. 1030, 1912 Tenn. LEXIS 2 (1912). 


56-21-113. Guaranty capitalized companies maintaining reinsurance 
reserves may limit premiums in policies. 


All companies operating under the guaranty capital provisions of this 
chapter and levying advance premiums and maintaining a full legal reinsur- 
ance reserve may limit their policyholders’ liability to the amount of premiums 
stated in the policy or insurance contract and collect the same as set out in the 
policy and contract. 


Acts 1921, ch. 160, § 4; Code 1932, § 6259; 
T.C.A. (orig. ed.), § 56-2015. 


History. 
Acts 1907, ch. 461, § 4; Shan., § 3369a8; 


56-21-114. Policy and its prescribed requisites constitute the contract. 


The insurance contracts of all such companies shall be made to conform to 
this chapter, and shall consist of the policy proper; the constitution and bylaws 
of the company, which must be attached to or printed on the policy; all 
endorsements made on or attached to the policy; the parts of the application as 
are attached to or incorporated in the insurance contract; and any premium 
note, or other policy obligation given by the insured, all of which shall be 
binding on the insured as long as the insured remains a member of or 
policyholder in the company. 
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History. Acts 1921, ch. 160, § 8; Code 1932, § 6275; 
Acts 1907, ch. 461, § 8; Shan., § 3369a24; _‘T.C.A. (orig. ed.), § 56-2016. 


56-21-115. Regular and contingent premium information in policy. 


The amount of the regular premium and the contingent premium shall be 
plainly written on the outside or title page of the policy, and it shall be plainly 
stated in the policy or insurance contract that it is issued in consideration of 
the regular premium, and the further contingent premium of not less than the 
same amount in addition to the premium. 


History. Acts 1921, ch. 160, § 5; Code 1932, § 6266; 
Acts 1907, ch. 461, § 5; Shan., § 3369a15; _—+‘T.C.A. (orig. ed.), § 56-2017. 
56-21-116. Regular and contingent premiums — Additional assess- 
ments. 


(a) All companies operating under this chapter and not maintaining a nine 
hundred fifty thousand dollar ($950,000) guaranty capital or more and a full 
legal reinsurance reserve, exclusive of all other liabilities, shall charge one (1) 
full regular annual or term premium for each policy issued and collect the 
same at the times and under the conditions as the insurance contract provides 
for; and the insured or policyholders shall be liable for a contingent premium 
equal to and in addition to the regular premium if needed by the company for 
the purpose of paying its losses and other liabilities. If any such company 
desires, it may make provisions in its insurance contract for assessments in 
addition to the one (1) contingent premium, which is herein made mandatory. 

(b) The increase in the minimum amount of guaranty capital provided by 
the 1969 amendment does not apply to companies qualified and authorized 
prior to May 7, 1969. 


History. Textbooks. 
Acts 1907, ch. 461, § 5; Shan., § 3369a14; Tennessee Jurisprudence, 15 Tenn. Juris., 
Acts 1921, ch. 160, § 5; Code 1932, § 6265; Insurance, § 115. 
Acts 1969, ch. 218, §§ 5, 6; T.C.A. (orig. ed.), 
§ 56-2018. 


56-21-117. Policyholder’s liability — Computation as assets of com- 
pany. 


The contingent liabilities of the policyholders shall be computed as contin- 
gent assets of the company. The unpaid regular premium and premium notes 
of the policyholders not over twelve (12) months due shall be computed as 
ledger assets of the company. 


History. Acts 1921, ch. 160, § 5; Code 1932, § 6267; 
Acts 1907, ch. 461, § 5; Shan., § 3369a16; _‘T.C.A. (orig. ed.), § 56-2019. 


56-21-118. Extent of policyholder’s liability. 


No policyholder shall be liable for any amount in excess of the regular 
premium and contingent premium as herein provided for and required to be 
stated in the policy or insurance contract; nor shall any policyholder be liable 
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for losses or expenses accruing before the policy was issued, nor for losses or 
expenses accruing after the termination of the insurance. 


History. Acts 1921, ch. 160, § 5; Code 1932, § 6268; 
Acts 1907, ch. 461, § 5; Shan., § 3369a17; _‘T.C.A. (orig. ed.), § 56-2020. 


56-21-119. Lien on insured property for premiums and other policy 
obligations. 


Every company operating under this chapter shall have a lien upon the 
property insured to secure the payment of all regular premiums, contingent 
premiums and other policy obligations due the company. 


History. Acts 1921, ch. 160, § 5; Code 1932, § 6269; 
Acts 1907, ch. 461, § 5; Shan., § 3369a18;  T.C.A. (orig. ed.), § 56-2021. 


56-21-120. Action to collect premiums or other obligation — Costs and 
attorney’s fee. 


If the company is compelled to collect the premiums or obligation by suit or 
through a collecting attorney, the insured shall be liable for all costs incident 
to the proceeding, including reasonable attorney’s fee. 


History. Acts 1921, ch. 160, § 5; Code 1932, § 6270; 
Acts 1907, ch. 461, § 5; Shan., § 3369a19; _—‘T.C.A. (orig. ed.), § 56-2022. 


56-21-121. Voting rights of policyholders and guarantors — Election of 
directors — Qualifications of officers and directors. 


Every policyholder in good standing of any company doing business under 
this chapter shall have one (1) vote at the election of the board of directors, and 
may vote either in person or by proxy. Guarantors in a guaranty capital 
company shall have one (1) vote each for each of their respective paid-up 
shares, and may vote either in person or by proxy. Not less than two thirds (7) 
of the directors in any such company shall be residents of this state. No person 
not a policyholder or guarantor shall be eligible to hold any principal office or 
be a director in any such company. 


History. Acts 1921, ch. 160, § 6; Code 1932, § 6271; 
Acts 1907, ch. 461, § 6; Shan., § 3369a20; ‘T.C.A. (orig. ed.), § 56-2023. 


56-21-122. Accepting or rejecting insurance shall not be compensated 
by commissions on premiums. 


No officer or other person whose duty it is to determine the character of the 
risk and upon whose decision the application for insurance thereon shall 
finally be accepted or rejected shall receive as compensation any commission 
upon the premium; but the person’s compensation shall be a fixed salary, fee, 
or the part of the net profits of the company as the board of directors may 
determine. 


History. Acts 1921, ch. 160, § 7; Code 1932, § 6272; 
Acts 1907, ch. 461, § 7; Shan., § 3369a21; T.C.A. (orig. ed.), § 56-2024. 
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56-21-123. Maximum amounts of fire risks prescribed. 


(a) The maximum amount carried by any such company on any one (1) or 
more risks reasonably subject to one (1) fire shall not exceed the amounts 
prescribed in the following schedule when under the protection of a full paid 
fire department, not exceeding three fifths (*%) of that amount when not under 
the protection of a full paid fire department: 


Total amounts of fire insurance in force Maximum single risk 
When wnder: $400,000 wnccal van Sods deta. Met lee ae deceit ein $ 2,000 
$400,000 ‘and under, $600,000 uy sedate eek Na, eh 3,000 
$600,000. and, amdem$900, 000825. aha SER BR ee 4,000 
S900 OOGharidtindar $1200 000m. Gyoc.tc. ce. kale cue uau eas Arcee 5,000 
$1/200,000"anG Whder 61 oU0,000 yo wines, seu eausverteveees ken cme 5,500 
81,500,000 ant inder S2000 000 ays cos nas iy io), ak nr ee 6,000 
$2,000,000.and, under $2,500,000) init cer Gace) wee eeu ee ae 7,000 
$2:500:000and . under $3,000,000, tu aici eh bdr av ae ee 8,000 
$3,000,000 cand under''$3;500,000 Wy uu Ae A aS 9,000 
$3 500,000 and under $5,000,000) Ai 2 a ee ae, 10,000 
$5,000,000 andiovertt (aes Ley ae ela nee 12,500 


(b) When the insurance in force exceeds five million dollars ($5,000,000), the 
maximum permissible risk shall increase in the amount of one thousand 
dollars ($1,000) for each one million dollars ($1,000,000) of the amount of 
insurance in force; provided, that the maximum permissible risk shall in no 
case exceed thirty-five thousand dollars ($35,000). Notwithstanding any of the 
foregoing provisions, any state mutual fire insurance company having and 
maintaining seven hundred fifty thousand dollars ($750,000) in surplus funds, 
exclusive of contingent surplus funds, may insure any single risk up to fifty 
thousand dollars ($50,000). For purposes of this section, homeowners’ policies, 
farm owners’ policies and commercial multi-peril policies shall be considered 
permissible up to the limits of the property coverage. 

(c) State mutual fire insurance companies not maintaining guaranty capital 
securities equal to or more than two hundred thousand dollars ($200,000), 
deposited prior to July 1, 1975, or maintaining seven hundred fifty thousand 
dollars ($750,000) in surplus funds, exclusive of contingent surplus funds, may 
retain up to ten percent (10%) of risks classified as vehicle insurance, casualty 
insurance and surety insurance. Ninety percent (90%) shall be reinsured with 
another state mutual fire insurance company or any casualty insurance 
company licensed to transact the specific lines of coverage to be reinsured in 
this state. 


History. Section to Section References. 
Acts 1907, ch. 461, § 8; Shan., § 3369a22; This section is referred to in § 56-21-125. 
Acts 1921, ch. 160, § 8; Code 1932, § 6273; 
Acts 1975, ch. 119, § 1; 1977, ch. 201, § 1; 
T.C.A. (orig. ed.), § 56-2025. 


Cross-References. 
County mutual fire insurance companies, 
maximum amount of risks, § 56-22-106. 
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56-21-124. Reinsurance of fire risks with or for other companies. 


Any state mutual fire insurance company organized under the laws of this 
state is empowered to contract by policy or other agreement with any 
insurance company authorized to do business in this state for reinsurance by 
the insurance company of the whole or any part of any risk it has outstanding 
by reason of the issuance of its policy of insurance. The state mutual fire 
insurance company is further empowered to reinsure for any state or county 
mutual fire insurance company organized under the laws of this state the 
whole or any part of any risk that the other company may be carrying and that 
such other company may desire to reinsure, in whole or in part. 


History. Section to Section References. 

Acts 1925, ch. 85, § 1; Shan. Supp., This section is referred to in § 56-21-128. 
§ 3369a29b2; Code 1932, § 6280; T.C.A. (orig. 
ed.), § 56-2026. 


56-21-125. Reinsurance of excess fire risks — Reinsurance in unau- 
thorized company — Premium tax. 


All amounts in excess of those provided by § 56-21-1238 shall be reinsured 
concurrently with its writing. No company doing business under this chapter 
shall reinsure any of its business in any unauthorized company, except upon 
the written approval of the commissioner. The company shall pay the tax 
prescribed by chapter 4, part 2 of this title on all business it reinsures in 
companies not having their domicile in this state. 


History. Acts 1921, ch. 160, § 8; Code 1932, § 6274; 
Acts 1907, ch. 461, § 8; Shan., § 3369a23; modified; T.C.A. (orig. ed.), § 56-2027. 


56-21-126. Reinsurance of fire risks to be deducted in determining 
limit of insurance. 


The reinsurance which any state mutual fire insurance company may secure 
upon any risk it has outstanding shall be deducted in determining whether the 
amount of the risk exceeds the limit that by law such company may insure. 


History. § 3369a29b5; Code 1932, § 6283; T.C.A. (orig. 
Acts 1925, ch. 85, § 4; Shan. Supp.,_ ed.), § 56-2028. 


56-21-127. Premium rate or assessment paid to reinsuring company. 


When any company subject to this chapter reinsures in another company the 
whole or a part of any risk it has outstanding by reason of the issuance of a 
policy of insurance, the company shall pay to the reinsuring company the 
regular rate or assessment that the company accepting the reinsurance may 
establish or require, and any money or assets of the state mutual fire insurance 
company shall be liable for the payment of the premium or assessment due. 


History. § 3369a29b4; Code 1932, § 6282; T.C.A. (orig. 
Acts 1925, ch. 85, § 3; Shan. Supp.,_ ed.), § 56-2029. 
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56-21-128. Regular policies, assessments and premium rates apply to 
reinsurance. ‘ 


When any company subject to this chapter agrees to reinsure for another 
state or county mutual fire insurance company the whole or any part of the 
risk, as authorized by § 56-21-124, it shall issue its regular policy of insurance 
for the amount of the risk, or part thereof so reinsured upon application 
therefor, and the company whose risk, in part or in whole, is reinsured, shall 
be liable to assessments or to pay a premium at the same rate as other 
members of the company for like insurance. 


History. § 3369a29b3; Code 1932, § 6281; T.C.A. (orig. 
Acts 1925, ch. 85, § 2; Shan. Supp.,_ ed.), § 56-2030. 


56-21-129. Dividends to policyholders. 


Dividends in cash or otherwise may be paid to policyholders annually, or at 
such times as the directors may decide upon. The percent of dividend to be paid 
shall be fixed from time to time by the board of directors, and the board’s action 
shall be final, both as to the percent of dividend and the time when it shall be 
paid to the policyholders. The percent of dividend shall be the same to all in 
each class of policyholders, but shall not be so large as to require the payment 
for any calendar year of more than fifty percent (50%) of the company’s net 
cash surplus at the close of that year. 


History. Cross-References. 

Acts 1907, ch. 461, § 9; Shan., § 3369a25; County mutual fire insurance companies, 
Acts 1921, ch. 160, § 9; Code 1932, § 6276; payment of dividends, § 56-22-109. 
T.C.A. (orig. ed.), § 56-2031. 


56-21-1300. Certificate of authority for agents — Fee. 


Every company subject to this chapter shall be required to obtain from the 
commissioner a certificate of authority for each of its agents who solicits or 
writes insurance in this state, the fee for which shall be two dollars ($2.00). 


History. Acts 1921, ch. 160, § 11; Code 1932, § 6278; 
Acts 1907, ch. 461, § 11; Shan., § 3369a27; —‘T.C.A. (orig. ed.), § 56-2032. 


56-21-131. Conversion of state mutual fire insurance company to state 
stock fire insurance company. 


A state mutual fire insurance company organized under this chapter may 
become a state stock fire insurance company operating under chapter 23 of this 
title pursuant to a plan and procedure that is approved in advance by the 
commissioner. The commissioner shall not approve any such plan or procedure 
unless: 

(1) The plan or procedure is equitable to the insurer’s policyholders; 

(2) The plan or procedure is subject to approval by vote of not less than 
three fourths (%) of the votes cast in person, by proxy, or by mail at a meeting 
of policyholders called for the purpose pursuant to the notice and procedure 
as may be approved by the commissioner; 

(3) The equity of each policyholder in the insurer is determinable under a 
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fair formula approved by the commissioner, which equity shall be based 
upon not less than the insurer’s entire surplus, after deducting contributed 
or borrowed surplus funds and any outstanding guaranty capital securities, 
plus a reasonable present equity in its reserves and in all nonadmitted 
assets; 

(4) The policyholders entitled to receive stock upon conversion and to 
participate in the purchase of additional stock, if any, include all policyhold- 
ers having policies in force on the date of conversion; 

(5) The plan provides that each policyholder of the insurer specified in 
subdivision (4) shall receive a proportionate part of the capital stock to be 
issued in respect to the policyholders’ equity, and further gives to each such 
policyholder a nontransferable preemptive right to acquire a proportionate 
part of any additional capital stock to be issued and sold by the insurer, 
within a designated reasonable period. In addition to the issuance of shares 
in respect of the policyholders’ equity, in the event the insurer has outstand- 
ing guaranty capital securities, the plan shall require the sale of a sufficient 
number of shares (at the same price per share as all other shares issued 
under the plan) to retire the guaranty capital securities; and to the extent 
each policyholder specified in subdivision (4) does not exercise the preemp- 
tive right to purchase a pro rata number of shares to retire the guaranty 
capital securities, the holders of the guaranty capital securities shall have 
the right to convert the securities, including all accrued interest, into shares 
of capital stock at such price; 

(6) Shares are so offered to policyholders at a price not greater than that 
thereafter offered to others nor at more than five (5) times the par value of 
the shares; and 

(7) The plan, when completed, would provide for the converted insurer 
paid-in capital stock in an amount not less than the minimum paid-in capital 
required of a state stock insurer organized under chapter 23 of this title; 
provided, that this provision does not apply to any converting mutual 
companies that were qualified and authorized under this chapter prior to 
May 7, 1969. 


History. 
Acts 1973, ch. 292, § 1; T.C.A., § 56-2033. 


56-21-132. Guaranty capital — Contingent premiums. 


All companies operating under this chapter and not maintaining a nine 
hundred fifty thousand dollar ($950,000) guaranty capital or more and issuing 
policies providing for a contingent premium equal to and in addition to the 
regular premium and the contingent liabilities of the policyholders are 
included as contingent assets of the company, and the inclusion of these 
contingent assets on a statement of financial condition of the company at any 
date is required to show admitted assets equal to or greater than the 
outstanding liabilities, including provision for unearned premiums, the com- 
pany shall cease to write any contracts of insurance except policies providing 
insurance against damage by fire, lightning, hail, extended coverage and 
tornadoes. 


56-22-101 


History. 
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Acts 1975, ch. 62, § 2; 1977, ch. 202, § 2; , 
T.C.A., § 56-2034. 


CHAPTER 22 


TENNESSEE COUNTY MUTUAL INSURANCE COMPANY 


Section 


56-22-101. 
56-22-102. 
56-22-103. 
56-22-104. 
56-22-105. 
56-22-106. 


56-22-107. 
56-22-108. 
56-22-109. 


56-22-110. 
56-22-111. 
56-22-112. 
56-22-113. 
56-22-114. 
56-22-115. 
56-22-116. 
56-22-117. 
56-22-118. 
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ACT OF 2006 


Short title. 

Scope of chapter. 

Chapter definitions. 

Unlawful to transact insurance business without certificate of authority. 

Application for certificate of authority — Minimum requirements. 

Authority conferred by certificate — Withdrawal of permission to write insurance — 
Security deposit — Risk limitations — Extension of business — Surplus require- 
ments — Use of names — Insolvency guaranty funds. 

Elections — Commissions — Compensation — Benefits — Expense ratios. 

Surplus or emergency fund — Investment of assets — Borrowing to cover losses. 

Annual statement — Compliance with filing requirements for personal risk insurers — 
Cancellation of policy of insurance — Dividends. 

Required aggregate excess of loss reinsurance policy. 

Insolvency — Assessments by other county mutual insurance companies. 

Acquisition or merger. 

Licensing requirements — Requirements of managing general agents. 

Premium taxes — Additional taxes for writing fire coverage. 

Examination of county mutual insurance company. 

Cease and desist order. 

Violations — Hearings. 

County mutual insurance companies subject to same proceedings and actions as 
insurance companies. 

Fraud. 

Rules and regulations. 


56-22-101. Short title. 


This chapter shall be known and may be cited as the “Tennessee County 
Mutual Insurance Company Act of 2006.” 


History. 


Acts 2006, ch. 689, §§ 3, 4. 


Compiler’s Notes. 
Former chapter 22, §§ 56-22-101 — 56-22- 


1961, ch. 79, § 1; 1968, ch. 486, §§ 1, 2; 1969, 
ch. 155, § 1; impl. am. Acts 1971, ch. 137, § 2; 
Acts 1971, ch. 319, § 1; 1974, ch. 519, § 1; 
1975, ch. 118, § 1; 1977, ch. 301, §§ 1, 2; 1978, 
ch. 554, § 1; 1979, ch. 298, § 4; T.C.A. (orig. 


130 (Acts 1907, ch. 463, §§ 1-19; Acts 1921, ch. 
159, §§ 1, 3-19; 1925, ch. 84, §§ 1-4; Shan., 
§§ 3369a30-3369a58; Shan. Supp., 
§§ 3369a58b1-3369a58b4; Code 1932, §§ 6284, 
6285, 6287-6316; Acts 1945, ch. 183, § 1; C. 
Supp. 1950, § 6284; 1953, ch. 214, §§ 1-3; 


56-22-102. Scope of chapter. 


ed.), § 56-2101-56-2134; Acts 1982, ch. 846, 
§ 1; 1983, ch. 85, § 3, 1988, ch. 547, §§ 1-3; 
1989, ch. 488, § 1; 2001, ch. 136, §§ 1, 2; 2003, 
ch. 215, § 7), concerning county mutual fire 
insurance companies, was repealed by Acts 
2006, ch. 689, § 3, effective January 1, 2007. 


This chapter governs the qualifications and procedures for licensing and 
general regulatory requirements for county mutual insurance companies 
insuring risks and property in this state. 


History. 
Acts 2006, ch. 689, §§ 3, 5. 


Compiler’s Notes. 
Former chapter 22, §§ 56-22-101 — 56-22- 
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130 (Acts 1907, ch. 463, §§ 1-19; Acts 1921, ch. 
159, §§ 1, 3-19; 1925, ch. 84, §§ 1-4; Shan., 
§§ 3369a30-3369a58; Shan. Supp., 
§§ 3369a58b1-3369a58b4; Code 1932, §§ 6284, 
6285, 6287-6316; Acts 1945, ch. 138, § 1; C. 
Supp. 1950, § 6284; 1953, ch. 214, §§ 1-3; 
1961, ch. 79, § 1; 1968, ch. 486, §§ 1, 2; 1969, 
ch. 155, § 1; impl. am. Acts 1971, ch. 187, § 2; 
Acts 1971, ch. 319, § 1; 1974, ch. 519, § 1; 


56-22-103. Chapter definitions. 


COUNTY MUTUAL INSURANCE COMPANY ACT OF 2006 


56-22-103 


1975, ch. 118, § 1; 1977, ch. 301, §§ 1, 2; 1978, 
ch. 554, § 1; 1979, ch. 298, § 4; T.C.A. (orig. 
ed.), § 56-2101-56-2134; Acts 1982, ch. 846, 
§ 1; 1983, ch. 85, § 3, 1988, ch. 547, §§ 1-3; 
1989, ch. 488, § 1; 2001, ch. 186, §§ 1, 2; 2003, 
ch. 215, § 7), concerning county mutual fire 
insurance companies, was repealed by Acts 
2006, ch. 689, § 3, effective January 1, 2007. 


As used in this chapter, unless the context otherwise requires: 

(1) “Certificate of authority” means a legal right granted by the commis- 
sioner and enjoyed by a county mutual insurance company to provide 
insurance as provided for in this chapter; 

(2) “Commissioner” means the commissioner of commerce and insurance; 

(3) “County mutual insurance company” means a person that is autho- 
rized to provide insurance coverage pursuant to this chapter; 


(4) “Department” means the department of commerce and insurance; 

(5) “Gross premium” means maximum gross premiums as provided in the 
policy contracts, new and renewal, including policy or membership fees, 
whether paid in part or in whole by cash, automatic premium loans, 
dividends applied in any manner whatsoever, and without deduction or 
exclusion of dividends in any manner, but excluding premiums returned on 
cancelled policies, on account of reduction in rates, or reductions in the 
amount insured; 

(6) “Insurer” or “insurance company” means any corporation, association, 
partnership or individual engaged as a principal in the business of insurance 
not licensed pursuant to this chapter; 

(7) “Person” means an individual, a corporation, a partnership, an asso- 
ciation, a joint stock company, a trust, an unincorporated organization, any 
similar entity or any combination of these acting in concert; 

(8) “Policyholder” means a person who is insured by a county mutual 
insurance company; 

(9) “Premium” means money given in consideration to a county mutual 
insurance company on account of or in connection with an insurance policy 

for a specified policy period; 
(10) “Principal place of business” means the primary office maintained by 
a county mutual insurance company in the county in which a county mutual 
insurance company was first granted a certificate of authority; and 

(11) “Surplus” means the accumulated assets of a county mutual insur- 
ance company that exceed the county mutual insurance company’s accrued 
losses and expenses. 


History. 
Acts 2006, ch. 689, 8§ 3, 6. 


Compiler’s Notes. 

Former chapter 22, 8§ 56-22-101 — 56-22- 
130 (Acts 1907, ch. 4638, §§ 1-19; Acts 1921, ch. 
159, §§ 1, 3-19; 1925, ch. 84, §§ 1-4; Shan., 
§§ 3369a30-3369a58; Shan. Supp., 


§§ 3369a58b1-3369a58b4; Code 1932, §§ 6284, 
6285, 6287-6316; Acts 1945, ch. 133, § 1; C. 
Supp. 1950, § 6284; 1953, ch. 214, §§ 1-3; 
1961, ch. 79, § 1; 1968, ch. 486, §§ 1, 2; 1969, 
ch. 155, § 1; impl. am. Acts 1971, ch. 137, § 2; 
Acts 1971, ch. 319, § 1; 1974, ch. 519, § 1; 
1975, ch. 118, § 1; 1977, ch. 301, §§ 1, 2; 1978, 
ch. 554, § 1; 1979, ch. 298, § 4; T.C.A. (orig. 


56-22-104 


ed.), § 56-2101-56-2134; Acts 1982, ch. 846, 
§ 1; 1983, ch. 85, § 3, 1988, ch. 547, §§ 1-3; 
1989, ch. 488, § 1; 2001, ch. 136, §§ 1, 2; 2003, 
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ch. 215, § 7), concerning county mutual fire 
insurance companies, was repealed by Acts 
2006, ch. 689, § 3, effective January 1, 2007. 


56-22-104. Unlawful to transact insurance business without certificate 


of authority. 


It is unlawful for any person to enter into a contract of insurance as a county 
mutual insurance company or transact insurance business in this state as a 
county mutual insurance company without a certificate of authority provided 


by the commissioner. 


History. 
Acts 2006, ch. 689, §§ 3, 7. 


Compiler’s Notes. 

Former chapter 22, §§ 56-22-101 — 56-22- 
130 (Acts 1907, ch. 463, §§ 1-19; Acts 1921, ch. 
159, §§ 1, 3-19; 1925, ch. 84, §§ 1-4; Shan., 
§§ 3369a30-3369a58; Shan. Supp., 
8§ 3369a58b1-3369a58b4; Code 1932, §§ 6284, 
6285, 6287-6316; Acts 1945, ch. 133, § 1; C. 
Supp. 1950, § 6284; 1953, ch. 214, §§ 1-3; 


1961, ch. 79, § 1; 1968, ch. 486, §§ 1, 2; 1969, 
ch. 155, § 1; impl. am. Acts 1971, ch. 187, § 2; 
Acts 1971, ch. 319, § 1; 1974, ch. 519, § 1; 
1975, ch. 118, § 1; 1977, ch. 301, §§ 1, 2; 1978, 
ch. 554, § 1; 1979, ch. 298, § 4; T.C.A. (orig. 
ed.), § 56-2101-56-2134; Acts 1982, ch. 846, 
§ 1; 19838, ch. 85, § 3, 1988, ch. 547, §§ 1-3; 
1989, ch. 488, § 1; 2001, ch. 136, §§ 1, 2; 2003, 
ch. 215, § 7), concerning county mutual fire 
insurance companies, was repealed by Acts 
2006, ch. 689, § 3, effective January 1, 2007. 


56-22-105. Application for certificate of authority — Minimum re- 
quirements. 


(a) To apply for a certificate of authority, a person shall file with the 
commissioner an application on a form adopted by the commissioner, accom- 
panied by a nonrefundable filing fee in the amount referenced in § 56-4- 
101(a)(1). A person in this state applying for a certificate of authority to act as 
a county mutual insurance company shall, under penalty of refusal, suspen- 
sion or revocation of the certificate of authority, declare that the statements 
made in the application are true, correct and complete to the best of the 
person’s knowledge and belief. 

(b) An application for a certificate of authority shall include the following 
documentation, together with any other information or documentation the 
commissioner may require: 

(1) A certified copy of the articles of incorporation, charter or other such 
document; 

(2) Acertified copy of the bylaws or other similar document; and 

(3) The names of the officers and directors of the county mutual insurance 
company. 

(c) No certificate of authority shall be granted or maintained, unless the 
applicant or county mutual insurance company can prove to the commission- 
er’s satisfaction that it will be able to write at least one hundred (100) policies 
of insurance and possesses at least two hundred thousand dollars ($200,000) in 
surplus. 


History. 
Acts 2006, ch. 689, §§ 3, 8. 


Compiler’s Notes. 
Former chapter 22, §§ 56-22-101 — 56-22- 
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130 (Acts 1907, ch. 463, §§ 1-19; Acts 1921,ch. 1975, ch. 118, § 1; 1977, ch. 301, §§ 1, 2; 1978, 
159, §§ 1, 3-19; 1925, ch. 84, §§ 1-4; Shan., ch. 554, § 1; 1979, ch. 298, § 4; T.C.A. (orig. 
§§ 3369a30-3369a58; Shan. Supp., ed.), § 56-2101-56-2134; Acts 1982, ch. 846, 
§§ 3369a58b1-3369a58b4; Code 1932, §§ 6284, § 1; 1983, ch. 85, § 3, 1988, ch. 547, §§ 1-3; 


6285, 6287-6316; Acts 1945, ch. 133, § 1; C. 1989, ch. 488, § 1; 2001, ch. 136, §§ 1, 2; 2008, 


Supp. 1950, § eae 1953, ch. 214, §§ 1-3; ch. 215, § 7), concerning county mutual fire 
1961, ch. 79, § 1; 1968, ch. 486, §§ 1, 2; 1969, insurance companies, was repealed by Acts 


ch. 155, § 1; impl. am. Acts 1971, ch. 137, § 2; 
Acts 1971, ch. 319, § 1; 1974, ch. 519, § 1: 2006, ch. 689, § 3, effective January 1, 2007. 


56-22-106. Authority conferred by certificate — Withdrawal of permis- 
sion to write insurance — Security deposit — Risk limita- 
tions — Extension of business — Surplus requirements — 
Use of names — Insolvency guaranty funds. 


(a) A certificate of authority granted pursuant to this chapter shall autho- 
rize the county mutual insurance company to insure losses or damage to 
property, including losses of use and occupancy, by fire, lightning, explosion, 
windstorm, hail, riot, civil commotion, aircraft, vehicles, collision, extended 
only to farm machinery, livestock, and other covered farm property, overturn of 
farm equipment, smoke, glass breakage, theft, vandalism, falling objects, 
weight of ice, snow or sleet, freezing, sudden and accidental damages caused by 
discharge or failure of plumbing, heating, air conditioning or automatic 
sprinkler systems, sudden and accidental tearing apart, cracking, burning or 
bulging of plumbing, heating, air conditioning or automatic sprinkler systems, 
sudden and accidental jolts from artificially generated electrical currents to 
electrical appliances, devices, fixtures and wiring, electrocution, drowning, 
vicious animals, sinkhole, collapse and volcanic action. 

(b)(1) When a county mutual insurance company provides the same finan- 

cial security to policyholders, and meets all other requirements applicable to 

insurance companies writing the same insurance transactions, it may also 
provide comprehensive personal liability, farmers comprehensive personal 
liability, premises liability for dwellings up to four (4) families, premises 
liability for churches and medical payment coverage associated therewith, 
subject to the same limitations that apply to insurance companies and upon 
the express written permission of the commissioner. The commissioner may, 
with cause, withdraw the permission to write that business permitted by 
this subdivision (b)(1). Any decision by the commissioner to withdraw 
permission may be reviewed as a contested case pursuant to the Uniform 

Administrative Procedures Act, compiled in title 4, chapter 5; provided, that 

the county mutual insurance company requests a hearing within thirty (30) 

days after notice of the withdrawal of permission. 

(2) Any county mutual insurance company meeting the requirements of 
subdivision (b)(1) shall place on deposit with the commissioner an amount 
that the commissioner deems necessary for the protection of policyholders of 
this state, the sum of which may be no less than two hundred thousand 
dollars ($200,000). The commissioner may decline to accept for deposit any 
specific issue of securities, if the commissioner determines that the securi- 
ties may not provide the necessary protection to policyholders and creditors. 
(c)(1) A certificate of authority shall not authorize a county mutual insur- 
ance company to issue a policy of insurance covering those risks found in 
subsection (a) where the retained amount of risk by the county mutual 
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insurance company on any single risk exceeds the lesser of: 
(A) Twenty thousand dollars ($20,000), plus three percent (3%) of the 
county mutual insurance company’s surplus; or 
(B) One hundred thousand dollars ($100,000). 

(2) Any county mutual insurance company meeting the requirements of 
subsection (b) may not issue a policy of insurance covering those risks found 
in subsection (b) where the retained amount of risk by the county mutual 
insurance company on any single risk exceeds one hundred thousand dollars 
($100,000) liability and five thousand dollars ($5,000) medical payments. 

(3) For the purpose of calculating the allowable amount of risk that may 
be retained by a county mutual insurance company on any single risk under 
subdivision (c)(1)(A), the surplus of the county mutual insurance company 
shall be the lesser of: 

(A) That surplus that was reported in the county mutual insurance 
company’s last annual statement; 
(B) The surplus level last known by the county mutual insurance 
company; or 
(C) The surplus level the commissioner may determine from any 
examination or investigation of the county mutual insurance company. 
(d) Acounty mutual insurance company may deduct the amount of reinsur- 
ance secured on a single risk in determining the retained amount of risk by the 
county mutual insurance company. A county mutual insurance company may 
secure reinsurance pursuant to § 56-2-208(b)(2). : 
(e) No county mutual insurance company shall write in excess of five million 
dollars ($5,000,000) in annual direct gross written premium under any 
certificate of authority granted by the commissioner. 
(f)(1) A county mutual insurance company subject to this chapter may issue 
policies of insurance on property located in the county in which its principal 
place of business is located and in all those counties contiguous to the county 
in which its principal place of business is located. Whenever any county 
mutual insurance company has a surplus of at least seven hundred fifty 
thousand dollars ($750,000), it may be authorized, through the express 
written permission of the commissioner, to extend its operation to counties 
contiguous to the county in which its principal place of business is located in 
the second degree. Whenever any county mutual insurance company has a 
surplus of at least three million dollars ($3,000,000), it may be authorized, 
through the express written permission of the commissioner, to extend its 
operation to all other counties in this state as the commissioner may allow. 

(2) In addition to those surplus requirements found in subdivision (f)(1), a 
county mutual insurance company shall maintain a surplus of at least 
thirty-three percent (33%) of the county mutual insurance company’s gross 
premium. Any county mutual insurance company failing to maintain the 
surplus requirements of this subdivision (f)(2) shall be considered to be 
operating in a hazardous financial condition and shall be subject to §§ 56- 
22-117 and 56-22-118. 

(3) This subsection (f) shall not prevent any county mutual insurance 
company possessing a certificate of authority from the commissioner on June 
30, 2006, from continuing its operations in any county in which it is legally 
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doing business through December 31, 2010. Any county mutual insurance 
company not meeting the requirements of subdivision (f)(1) by December 31, 
2010, must begin the process of winding down its business in those counties 
in which it is not lawfully permitted to do business under this section, with 
winding down to be completed by December 31, 2011. 

(g) Any company operating under this chapter must use the words “county 
mutual insurance company” in their name or the words must be displayed any 
time the name of the company is used. No name shall be used that is similar 
to any name already in use by any existing company organized and doing 
business in the United States, as to be confusing or misleading. 

(h) Except as provided for in § 56-22-111, no county mutual insurance 
company shall be required or permitted to join, or contribute financially to, any 
insurance insolvency guaranty fund or similar mechanism in this state, nor 
shall any county mutual insurance company, or its insured or claimants 
against its insured, receive any benefit from any insolvency guaranty fund for 
claims arising under the insurance policies issued by the county mutual 
insurance company. The policy declaration pages of every county mutual 
insurance company shall prominently disclose that the policyholder is not 
entitled to receive any benefit from the Tennessee Insurance Guaranty 
Association. 


History. 
Acts 2006, ch. 689, §§ 3, 9; 2016, ch. 735, § 8. 


Compiler’s Notes. 

Former chapter 22, §§ 56-22-101 — 56-22- 
130 (Acts 1907, ch. 463, §§ 1-19; Acts 1921, ch. 
159, §§ 1, 3-19; 1925, ch. 84, §§ 1-4; Shan., 
§§ 3369a30-3369a58; Shan. Supp., 
§§ 3369a58b1-3369a58b4; Code 1932, §§ 6284, 
6285, 6287-6316; Acts 1945, ch. 133, § 1; C. 
Supp. 1950, § 6284; 1953, ch. 214, §§ 1-3; 
1961, ch. 79, § 1; 1968, ch. 486, §§ 1, 2; 1969, 
ch. 155, § 1; impl. am. Acts 1971, ch. 137, § 2; 
Acts 1971, ch. 319, § 1; 1974, ch. 519, § 1; 


ed.), § 56-2101-56-2134; Acts 1982, ch. 846, 
§ 1; 19838, ch. 85, § 3, 1988, ch. 547, §§ 1-3; 
1989, ch. 488, § 1; 2001, ch. 136, §§ 1, 2; 20038, 
ch. 215, § 7), concerning county mutual fire 
insurance companies, was repealed by Acts 
2006, ch. 689, § 3, effective January 1, 2007. 


Amendments. 
The 2016 amendment substituted “§ 56-2- 
208(b)(2)” for “§ 56-2-208(1)” at the end of (d). 


Effective Dates. 
Acts 2016, ch. 735, § 10. April 7, 2016. 


Section to Section References. 
This section is referred to in § 56-22-113. 


1975, ch. 118, § 1; 1977, ch: 301, §§ 1, 2; 1978, 
ch. 554, § 1; 1979, ch. 298, § 4; T.C.A. (orig. 


56-22-107. Elections — Commissions — Compensation — Benefits — 
Expense ratios. 


(a) Every policyholder in good standing shall be entitled to one (1) vote in 
person or by ballot transmitted by mail, as shall be provided in the bylaws, in 
any election for directors or upon any other issues properly brought to the 
policyholders for consideration. 

(b)(1) No officer, director or other person whose duty it is to determine the 

character of risk and upon whose decision the application for insurance shall 

be accepted or rejected shall receive as any part of the person’s compensation 

a commission upon the premium, but the compensation shall be a fixed 

salary, and/or a share of the net profits of the county mutual insurance 

company that the board of directors may determine appropriate. 
(2) Nothing under subdivision (b)(1) shall be construed to prohibit a 
county mutual insurance company from providing for its directors, officers 
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and other employees reasonable benefits, including, but not limited to, 
directors’ compensation, health insurance benefits and retirement benefits. 
Such benefits may be offered by a county mutual insurance company. 

(3) The commissioner may promulgate rules to set appropriate expense 
ratios to address those expenses incurred in subdivisions (b)(1) and (2). 


History. 
Acts 2006, ch. 689, §§ 3, 10. 


Compiler’s Notes. 

Former chapter 22, §§ 56-22-101 — 56-22- 
130 (Acts 1907, ch. 463, §§ 1-19; Acts 1921, ch. 
159, §§ 1, 3-19; 1925, ch. 84, §§ 1-4; Shan., 
§§ 3369a30-3369a58; Shan. Supp., 
§§ 3369a58b1-3369a58b4; Code 1932, §§ 6284, 
6285, 6287-6316; Acts 1945, ch. 133, § 1; C. 
Supp. 1950, § 6284; 1953, ch. 214, §§ 1-3; 
1961, ch. 79, § 1; 1968, ch. 486, §§ 1, 2; 1969, 
ch. 155, § 1; impl. am. Acts 1971, ch. 137, § 2; 
Acts 1971, ch. 319, § 1; 1974, ch. 519, § 1; 


1975, ch. 118, § 1; 1977, ch. 301, §§ 1, 2; 1978, 
ch. 554, § 1; 1979, ch. 298, § 4; T.C.A. (orig. 
ed.), § 56-2101-56-2134; Acts 1982, ch. 846, 
§ 1; 1983, ch. 85, § 3, 1988, ch. 547, §§ 1-3; 
1989, ch. 488, § 1; 2001, ch. 136, §§ 1, 2; 2003, 
ch. 215, § 7), concerning county mutual fire 
insurance companies, was repealed by Acts 
2006, ch. 689, § 3, effective January 1, 2007. 


Attorney General Opinions. 

Calculation of compensation expense ratio. 
OAG 10-115, 2010 Tenn. AG LEXIS 121 
(12/6/10). 


56-22-108. Surplus or emergency fund — Investment of assets — 
Borrowing to cover losses. 


(a) In the event that the commissioner determines the existing surplus to be 
inadequate, a county mutual insurance company shall seek to accumulate a 
surplus or emergency fund in an amount that might be deemed necessary by 
the commissioner. 

(b) A county mutual insurance company may invest its assets in the same 
manner as an insurance company licensed to write property and casualty lines 
of insurance as provided for by chapter 3, part 4 of this title. 

(c) Acounty mutual insurance company may borrow money for the purpose 
of paying extraordinary losses. A county mutual insurance company shall 
conduct its affairs in such a manner as to pay those losses as might normally 
be expected in the course of doing business and to accumulate a surplus that 
might be used to pay losses above normal losses. A county mutual insurance 
company may borrow money only when it incurs substantial, extraordinary 
losses, and must notify the commissioner of its intent to borrow money to pay 


losses at least ten (10) business days before borrowing the money. 


History. 
Acts 2006, ch. 689, §§ 3, 11. 


Compiler’s Notes. 

Former chapter 22, §§ 56-22-101 — 56-22- 
130 (Acts 1907, ch. 463, §§ 1-19; Acts 1921, ch. 
159, §§ 1, 3-19; 1925, ch. 84, §§ 1-4; Shan., 
§§ 3369a30-3369a58; Shan. Supp., 
§§ 3369a58b1-3369a58b4; Code 1932, §§ 6284, 
6285, 6287-6316; Acts 1945, ch. 133, § 1; C. 
Supp. 1950, § 6284; 1953, ch. 214, §§ 1-3; 


1961, ch. 79, § 1; 1968, ch. 486, §§ 1, 2; 1969, 
ch. 155, § 1; impl. am. Acts 1971, ch. 187, § 2; 
Acts 1971, ch. 319, § 1; 1974, ch. 519, § 1; 
1975, ch. 118, § 1; 1977, ch. 301, §§ 1, 2; 1978, 
ch. 554, § 1; 1979, ch. 298, § 4; T.C.A. (orig. 
ed.), § 56-2101-56-2134; Acts 1982, ch. 846, 
§ 1; 1983, ch. 85, § 3, 1988, ch. 547, §§ 1-3; 
1989, ch. 488, § 1; 2001, ch. 136, §§ 1, 2; 2003, 
ch. 215, § 7), concerning county mutual fire 
insurance companies, was repealed by Acts 
2006, ch. 689, § 3, effective January 1, 2007. 
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56-22-109. Annual statement — Compliance with filing requirements 
for personal risk insurers — Cancellation of policy of 
insurance — Dividends. 


(a)(1) Every county mutual insurance company operating under this chap- 
ter shall file an annual statement with the commissioner on or before March 
1 of each year that reports the company’s financial condition and business on 
December 31 of the previous year. The annual statement shall be submitted 
on a form the commissioner may prescribe and shall be accompanied by a fee 
as provided for in § 56-4-101(a)(4). 

(2) Any county mutual insurance company failing to make and file the 
annual statements required by this section shall have its authority to do new 
business suspended until the time that the required annual statement is 
filed and shall pay a fine of one hundred dollars ($100) a day for the period 
during which the county mutual insurance company’s authority is sus- 
pended. Any suspension of a county mutual insurance company’s authority 
to write new business shall not preclude or otherwise bar the commissioner 
from levying any other penalties or take any other actions allowed under this 
chapter. 

(3) The annual statement as filed with the commissioner under this 
section shall be presented at the annual meeting of the county mutual 
insurance company and shall be available for examination by any policy- 
holder of the county mutual insurance company during its regular business 
hours. 

(4) Every county mutual insurance company operating under this chapter 

shall prepare its annual statement and any other financial information 
required under this chapter in accordance with rules promulgated by the 
commissioner and the National Association of Insurance Commissioners 
accounting practices and procedures manual in effect for the period covered 
by the annual statement. 
(b)(1) Every county mutual insurance company shall comply with the filing 
requirements for personal risk insurers found in § 56-5-105. All rates and 
forms shall be reviewed under the standards set forth in §§ 56-5-103 and 
56-5-104. The commissioner may disapprove the rates or forms pursuant to 
the process outlined in § 56-5-108. 

(2) The cancellation by a county mutual insurance company of a policy of 
insurance is subject to the same standards as those set forth in chapter 7, 
part 19 of this title, as may be applicable. 

(3) Subject to the restrictions provided in this section, a county mutual 
insurance company may pay a dividend to its policyholders as the board of 
directors may determine. The amount of dividends paid during any calendar 
year by a county mutual insurance company shall not exceed ten percent 
(10%) of the lowest level of accumulated surplus existing on any day during 
the same calendar year. All proposed dividend payments shall be filed with 
the commissioner at least thirty (30) days prior to the proposed payment 
date. The commissioner may promulgate, by rule, standards by which 
dividends will be reviewed. Any decision by the commissioner to disapprove 
a proposed dividend of a county mutual insurance company may be reviewed 
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as a contested case pursuant to the Uniform Administrative Procedures Act, 
compiled in title 4, chapter 5; provided, that the county mutual insurance 
company requests a hearing within thirty (30) days after the denial of the 


proposed dividend request. 


History. 
Acts 2006, ch. 689, §§ 3, 12. 


Compiler’s Notes. 

Former chapter 22, §§ 56-22-101 — 56-22- 
130 (Acts 1907, ch. 463, §§ 1-19; Acts 1921, ch. 
159, §§ 1, 3-19; 1925, ch. 84, §§ 1-4; Shan., 
§§ 3369a30-3369a58; Shan. Supp., 
§§ 3369a58b1-3369a58b4; Code 1932, §§ 6284, 
6285, 6287-6316; Acts 1945, ch. 133, § 1; C. 
Supp. 1950, § 6284; 1953, ch. 214, §§ 1-3; 
1961, ch. 79, § 1; 1968, ch. 486, §§ 1, 2; 1969, 
ch. 155, § 1; impl. am. Acts 1971, ch. 137, § 2; 
Acts 1971, ch. 319, § 1; 1974, ch. 519, § 1; 
1975, ch. 118, § 1; 1977, ch. 301, §§ 1, 2; 1978, 


ch. 554, § 1; 1979, ch. 298, § 4; T.C.A. (orig. 
ed.), § 56-2101-56-2134; Acts 1982, ch. 846, 
§ 1; 1988, ch. 85, § 3, 1988, ch. 547, §§ 1-3; 
1989, ch. 488, § 1; 2001, ch. 136, §§ 1, 2; 2003, 
ch. 215, § 7), concerning county mutual fire 
insurance companies, was repealed by Acts 
2006, ch. 689, § 3, effective January 1, 2007. 

Sections 56-5-303, 56-5-304, 56-5-305, and 
56-5-308 referenced in subdivision (b)(1) were 
renumbered as 56-5-103, 56-5-104, 56-5-105, 
and 56-5-108 by the authority of the code com- 
mission in 2016. 


Section to Section References. 
This section is referred to in § 56-22-114. 


56-22-110. Required aggregate excess of loss reinsurance policy. 


All county mutual insurance companies shall be required to carry an 
aggregate excess of loss reinsurance policy of no less than five percent (5%) of 
business in force. The amount required for such a policy shall be reduced by the 
county mutual insurance company’s accumulated surplus. 


History. 
Acts 2006, ch. 689, §§ 3, 13. 


Compiler’s Notes. 

Former chapter 22, §§ 56-22-101 — 56-22- 
130 (Acts 1907, ch. 463, §§ 1-19; Acts 1921, ch. 
159, §§ 1, 3-19; 1925, ch. 84, §§ 1-4; Shan., 
§§ 3369a30-3369a58; Shan. Supp., 
§§ 3369a58b1-3369a58b4; Code 1932, §§ 6284, 
6285, 6287-6316; Acts 1945, ch. 1383, § 1; C. 
Supp. 1950, § 6284; 1953, ch. 214, §§ 1-3; 


1961, ch. 79, § 1; 1968, ch. 486, §§ 1, 2; 1969, 
ch. 155, § 1; impl. am. Acts 1971, ch. 137, § 2; 
Acts 1971, ch. 319, § 1; 1974, ch. 519, § 1; 
1975, ch. 118, § 1; 1977, ch. 301, §§ 1, 2; 1978, 
ch. 554, § 1; 1979, ch. 298, § 4; T.C.A. (orig. 
ed.), § 56-2101-56-2134; Acts 1982, ch. 846, 
§ 1; 1983, ch. 85, § 3, 1988, ch. 547, §§ 1-3; 
1989, ch. 488, § 1; 2001, ch. 186, §§ 1, 2; 2003, 
ch. 215, § 7), concerning county mutual fire 
insurance companies, was repealed by Acts 
2006, ch. 689, § 3, effective January 1, 2007. 


56-22-111. Insolvency — Assessments by other county mutual insur- 
ance companies. 


(a) If the assets of a county mutual insurance company are insufficient to 
pay its existing liabilities, including those liabilities incurred but not reported 
and other obligations, as well as maintain the reserves required under this 
chapter, the county mutual insurance company shall notify the commissioner 
immediately. 

(b) Upon notice or determination by the commissioner of a county mutual 
insurance company’s insolvency under subsection (a), the commissioner shall 
promptly institute appropriate action under § 56-22-118. 

(c)(1) After the institution of action under § 56-22-118, the commissioner, as 

early as is practicable, shall determine the amount of the insolvency and 

shall order the remaining county mutual insurance companies to pay an 
assessment in the amount of the insolvency, as well as any additional costs 
anticipated to be incurred by the commissioner for conducting the 
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assessment. 

(2) The assessment paid by each county mutual insurance company shall 
be based on a pro rata formula whereby the share that each county mutual 
insurance company pays is in proportion to the total insurance in force of all 
the county mutual insurance companies combined for the year in which the 
insolvency occurs. However, the commissioner shall not assess a county 
mutual insurance company in excess of that county mutual insurance 
company’s gross premium reported for the previous year. 

(3) In the event that the amount assessed by the commissioner exceeds 
the amount of the insolvency, the commissioner shall refund the excess 
amount to the assessed county mutual insurance companies. 

(4) The commissioner shall have the authority to contract with experts, 

actuaries, examiners, legal counsel and other persons for the purpose of 
assisting in the assessment. All costs incurred by the commissioner in 
conducting the assessment shall be assessed to the county mutual insurance 
companies that are subject to the assessment. 
(d)(1) Any county mutual insurance company failing to pay an assessment 
under subsection (c) when it is made due by the commissioner shall forfeit 
and pay to the state, in addition to the amount of the assessment, an amount 
equal to five percent (5%) per month, or fractional part thereof, of the 
delinquency. All delinquencies shall bear interest at the rate of ten percent 
(10%) per annum from the date the assessment was due until paid. The 
penalty and interest shall apply to any part of the assessment unpaid by the 
due date and no penalty or interest may be waived. 

(2) Any county mutual insurance company that fails to pay an assessment 
ordered by the commissioner under this chapter within thirty (30) days of 
the date when the assessment is made due by the commissioner shall be 
summarily suspended from transacting any business in this state until the 
assessment is paid. 

(e) Assessments made by the commissioner shall be allowed as a credit 


against premium taxes imposed on a county mutual insurance company, up to 
twenty-five percent (25%) of the net premium taxes due in any one (1) calendar 
year, until the aggregate of all assessments paid by the county mutual 
insurance company have been offset by the premium tax credit. 

(f) The commissioner may bring action in the chancery court for Davidson 
County to recover any uncollected assessment against a county mutual 


insurance company. 


History. 
Acts 2006, ch. 689, §§ 3, 14. 


Compiler’s Notes. 

Former chapter 22, §§ 56-22-101 — 56-22- 
130 (Acts 1907, ch. 463, §§ 1-19; Acts 1921, ch. 
159, §§ 1, 3-19; 1925, ch. 84, §§ 1-4; Shan., 
8§ 3369a30-3369a58; Shan. Supp., 
§§ 3369a58b1-3369a58b4; Code 1932, §§ 6284, 
6285, 6287-6316; Acts 1945, ch. 133, § 1; C. 
Supp. 1950, § 6284; 1953, ch. 214, §§ 1-3; 
1961, ch. 79, § 1; 1968, ch. 486, §§ 1, 2; 1969, 
ch. 155, § 1; impl. am. Acts 1971, ch. 137, § 2; 


Acts 1971, ch. 319, § 1; 1974, ch. 519, § 1; 
1975 pchith1s;§0131977, chy301, §§ 11, 23:1978, 
ch. 554, § 1; 1979, ch. 298, § 4; T.C.A. (orig. 
ed.), § 56-2101-56-2134; Acts 1982, ch. 846, 
§ 1; 1983, ch. 85, § 3, 1988, ch. 547, §§ 1-3; 
1989, ch. 488, § 1; 2001, ch. 136, §§ 1, 2; 2003, 
ch. 215, § 7), concerning county mutual fire 
insurance companies, was repealed by Acts 
2006, ch. 689, § 3, effective January 1, 2007. 


Section to Section References. 
This section is referred to in §§ 56-22-106, 
56-22-117. 
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56-22-112. Acquisition or merger. 


INSURANCE 


286 


The acquisition or merger of a county mutual insurance company is subject 
to the same standards and procedures set forth in § 56-11-1083, and any rules 


promulgated thereunder. 


History. 
Acts 2006, ch. 689, §§ 3, 15. 


Compiler’s Notes. 

Former chapter 22, §§ 56-22-101 — 56-22- 
130 (Acts 1907, ch. 463, §§ 1-19; Acts 1921, ch. 
159, §§ 1, 3-19; 1925, ch. 84, §§ 1-4; Shan., 
§§ 3369a30-3369a58; Shan. Supp., 
§§ 3369a58b1-3369a58b4; Code 1932, §§ 6284, 
6285, 6287-6316; Acts 1945, ch. 133, § 1; C. 
Supp. 1950, § 6284; 1953, ch. 214, §§ 1-3; 


1961, ch. 79, § 1; 1968, ch. 486, §§ 1, 2; 1969, 
ch. 155, § 1; impl. am. Acts 1971, ch. 137, § 2; 
Acts 1971, ch. 319, § 1; 1974, ch. 519, § 1; 
1975, ch. 118, § 1; 1977, ch. 301, §§ 1, 2; 1978, 
ch. 554, § 1; 1979, ch. 298, § 4; T.C.A. (orig. 
ed.), § 56-2101-56-2134; Acts 1982, ch. 846, 
§ 1; 1983, ch. 85, § 3, 1988, ch. 547, §§ 1-3; 
1989, ch. 488, § 1; 2001, ch. 136, §§ 1, 2; 2003, 
ch. 215, § 7), concerning county mutual fire 
insurance companies, was repealed by Acts 
2006, ch. 689, § 3, effective January 1, 2007. 


56-22-113. Licensing requirements — Requirements of managing gen- 
eral agents. 


(a) Aperson shall not sell, solicit or negotiate insurance covering those risks 
listed under § 56-22-106(a), unless the person is licensed to sell property 
insurance under chapter 6, part 1 of this title. 

(b) Aperson shall not sell, solicit or negotiate insurance covering those risks 
listed under § 56-22-106(b), unless the person is licensed to sell casualty 
insurance under chapter 6, part 1 of this title. 

(c) Any person that seeks to enter into a contract for the exclusive or 
dominant right to manage or control a county mutual insurance company shall 
be considered the managing general agent of the county mutual insurance 
company and shall comply with the requirements that apply to managing 


general agents under chapter 6, part 5 of this title. 


History. 
Acts 2006, ch. 689, §§ 3, 16. 


Compiler’s Notes. 

Former chapter 22, §§ 56-22-101 — 56-22- 
130 (Acts 1907, ch. 463, §§ 1-19; Acts 1921, ch. 
159, §§ 1, 3-19; 1925, ch. 84, §§ 1-4; Shan., 
§§ 3369a30-3369a58; Shan. Supp., 
§§ 3369a58b1-3369a58b4; Code 1932, §§ 6284, 
6285, 6287-6316; Acts 1945, ch. 1383, § 1; C. 
Supp. 1950, § 6284; 1953, ch. 214, §§ 1-3; 


1961, ch. 79, § 1; 1968, ch. 486, §§ 1, 2; 1969, 
ch. 155, § 1; impl. am. Acts 1971, ch. 187, § 2; 
Acts 1971, ch. 319, § 1; 1974, ch. 519, § 1; 
1975, ch. 118, § 1; 1977, ch. 301, §§ :1, 2; 1978; 
ch. 554, § 1; 1979, ch. 298, § 4; T.C.A. (ong. 
ed.), § 56-2101-56-2134; Acts 1982, ch. 846, 
§ 1; 1983, ch. 85, § 3, 1988, ch. 547, §§ 1-3; 
1989, ch. 488, § 1; 2001, ch. 136, §§ 1, 2; 2008, 
ch. 215, § 7), concerning county mutual fire 
insurance companies, was repealed by Acts 
2006, ch. 689, § 3, effective January 1, 2007. 


56-22-114. Premium taxes — Additional taxes for writing fire cover- 
age. 


(a) All county mutual insurance companies shall pay a premium tax in 
accordance with chapter 4, part 2 of this title. 

(b) In addition to the premium taxes levied on county mutual insurance 
companies under subsection (a), any county mutual insurance company 
writing fire insurance and lines of business having fire coverages as a part of 
the risk rate shall pay additional taxes as found in § 56-4-208 for the purpose 
of executing the fire marshal law. For the purposes of this subsection (b), the 
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following portions of the amounts required to be reported by line of business in 
the annual statement required by § 56-22-109 shall be considered premiums 
for insurance covering the peril of fire: 

(1) Fire lines, one hundred percent (100%); 

(2) Farmowners and homeowners multiple peril, fifty-five percent (55%); 

and 

(3) Combined coverages, including fire, extended coverages, vandalism, 

malicious mischief and theft, sixty percent (60%). 

(c) Payments for those premium taxes levied on county mutual insurance 
companies under subsection (a) shall be paid on a quarterly basis, with 
payments being due on or before June 1 for the first quarter of the calendar 
year, September 1 for the second quarter, December 1 for the third quarter and 
March 1 for the fourth quarter of the previous calendar year. 

(d) Should any county mutual insurance company fail or neglect to properly 
make the returns and payments required under this section, the county 
mutual insurance company shall be subject to the interest and penalties found 
in § 56-4-216. 


History. 
Acts 2006, ch. 689, §§ 3, 17; 2007, ch. 344, 
§ 1. 


Compiler’s Notes. 

Former chapter 22, §§ 56-22-101 — 56-22- 
130 (Acts 1907, ch. 463, §§ 1-19; Acts 1921, ch. 
159, §§ 1, 3-19; 1925, ch. 84, §§ 1-4; Shan., 
§§ 3369a30-3369a58; Shan. Supp., 
§§ 3369a58b1-3369a58b4; Code 1932, §§ 6284, 
6285, 6287-6316; Acts 1945, ch. 133, § 1; C. 
Supp. 1950, § 6284; 1953, ch. 214, §§ 1-3; 
1961, ch. 79, § 1; 1968, ch. 486, §§ 1, 2; 1969, 
ch. 155, § 1; impl. am. Acts 1971, ch. 137, § 2; 


Acts 1971, ch. 319, § 1; 1974, ch. 519, § 1; 
1975, ch. 118, § 1; 1977, ch. 301, §§ 1, 2; 1978, 
ch. 554, § 1; 1979, ch. 298, § 4; T.C.A. (orig. 
ed.), § 56-2101-56-2134; Acts 1982, ch. 846, 
§ 1; 1983, ch. 85, § 3, 1988, ch. 547, §§ 1-3; 
1989, ch. 488, § 1; 2001, ch. 136, §§ 1, 2; 2003, 
ch. 215, § 7), concerning county mutual fire 
insurance companies, was repealed by Acts 
2006, ch. 689, § 3, effective January 1, 2007. 

Acts 2007, ch. 344, § 2 provided that the 
provisions of the act are declared to be remedial 
in nature and to that end shall be retroactive to 
January 1, 2007. 


§6-22-115. Examination of county mutual insurance company. 


(a) The commissioner may investigate or examine the affairs of a county 
mutual insurance company to the same extent that the commissioner may 
investigate or examine the affairs of an insurance company doing business in 
this state. At least once every five (5) years, the commissioner shall examine 
the affairs of each county mutual insurance company holding a certificate of 
authority in this state as to both its financial condition and its compliance with 
the law. 

(b) After the completion of an examination undertaken under subsection (a), 
the requirements and procedures of § 56-1-411(d) shall be followed. 

(c) A county mutual insurance company examined by the commissioner 
shall pay all costs of the examination, including, but not limited to, the 
reasonable fees of actuaries, accountants, attorneys and other professionals 
that the commissioner may enter into a contract with to perform examination 
services on behalf of the commissioner. 

(d) All working papers, recorded information, documents or copies thereof 
produced by, obtained by or disclosed to the commissioner or any other person 
in the course of an examination made under this chapter shall be given 
confidential treatment and may not be made public by the commissioner or any 
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other person, except to the extent provided under § 56-1-411. Access may also 
be granted to the National Association of Insurance Commissioners under 


§ 56-2-801, or to any other state or federal agency or law enforcement 


authority as the commissioner deems appropriate. 


History. 
Acts 2006, ch. 689, §§ 3, 18; 2012, ch. 633, 
§ 2. 


Compiler’s Notes. 

Former chapter 22, §§ 56-22-101 — 56-22- 
130 (Acts 1907, ch. 463, §§ 1-19; Acts 1921, ch. 
159, §§ 1, 3-19; 1925, ch. 84, §§ 1-4; Shan., 
$§ 3369a30-3369a58; Shan. Supp., 
§§ 3369a58b1-3369a58b4; Code 19382, §§ 6284, 
6285, 6287-6316; Acts 1945, ch. 133, § 1; C. 
Supp. 1950, § 6284; 1953, ch. 214, §§ 1-3; 
1961, ch. 79, § 1; 1968, ch. 486, §§ 1, 2; 1969, 
ch. 155, § 1; impl. am. Acts 1971, ch. 137, § 2; 


56-22-116. Cease and desist order. 


Acts 1971, ch. 319, § 1; 1974, ch. 619,,§ 1; 
1975, ch. 118, § 1; 1977, ch. 301, §§ 1, 2; 1978, 
ch. 554, § 1; 1979, ch. 298, § 4; T.C.A. (orig. 
ed.), § 56-2101-56-2134; Acts 1982, ch. 846, 
§ 1; 1983, ch. 85, § 3, 1988, ch. 547, §§ 1-3; 
1989, ch. 488, § 1; 2001, ch. 136, §§ 1, 2; 2003, 
ch. 215, § 7), concerning county mutual fire 
insurance companies, was repealed by Acts 
2006, ch. 689, § 3, effective January 1, 2007. 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


Section to Section References. 
This section is referred to in § 56-22-117. 


(a) In addition to all other powers granted under this chapter, the commis- 
sioner may issue an order requiring a county mutual insurance company to 
cease and desist from engaging in any act or practice found to be in violation 
of this chapter or any other applicable law, rule, regulation or order of the 
commissioner. 

(b) Any order issued pursuant to this section shall be accompanied by a 
notice to the county mutual insurance company as to the right to have a 
hearing. All hearings conducted pursuant to this chapter shall be conducted in 
accordance with the Uniform Administrative Procedures Act, compiled in title 
4, chapter 5. 

(c) Without limitation on other remedies provided by law, upon finding that 
any county mutual insurance company or other person has violated any cease 
and desist order issued by the commissioner, the commissioner may seek 
enforcement of the order through the attorney general and reporter in the 
chancery court of Davidson County. 


History. 
Acts 2006, ch. 689, §§ 3, 19. 


Compiler’s Notes. 

Former chapter 22, §§ 56-22-101 — 56-22- 
130 (Acts 1907, ch. 463, §§ 1-19; Acts 1921, ch. 
159, §§ 1, 3-19; 1925, ch. 84, §§ 1-4; Shan., 
8§ 3369a30-3369a58; Shan. Supp., 
8§ 3369a58b1-3369a58b4; Code 1932, §§ 6284, 
6285, 6287-6316; Acts 1945, ch. 133, § 1; C. 
Supp. 1950, § 6284; 1953, ch. 214, §§ 1-3; 
1961, ch. 79, § 1; 1968, ch. 486, §§ 1, 2; 1969, 
ch. 155, § 1; impl. am. Acts 1971, ch. 137, § 2; 
Acts 1971, ch. 319, § 1; 1974, ch. 519, § 1; 


56-22-117. Violations — Hearings. 


1975; ch. 118; § 1; 1977, ch. 301, §§ 1, 2; 1978, 
ch. 554, § 1; 1979, ch. 298, § 4; T.C.A. (orig. 
ed.), § 56-2101-56-2134; Acts 1982, ch. 846, 
§ 1; 1988, ch. 85, § 3, 1988, ch. 547, §§ 1-3; 
1989, ch. 488, § 1; 2001, ch. 136, §§ 1, 2; 2003, 
ch. 215, § 7), concerning county mutual fire 
insurance companies, was repealed by Acts 
2006, ch. 689, § 3, effective January 1, 2007. 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


Section to Section References. 
This section is referred to in § 56-22-117. 


(a) The commissioner may, after notice anda hearing, levy a civil penalty in 
an amount not to exceed ten thousand dollars ($10,000) against a county 
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mutual insurance company or an entity required to be licensed as a county 
mutual insurance company, upon a finding that the county mutual insurance 
company, the entity required to be licensed as a county mutual insurance 


company, an officer or director of the county mutual insurance company, or the 


entity required to be licensed as a county mutual insurance company: 

(1) Has violated this chapter or any rule promulgated under this chapter; 

(2) Has violated any order issued by the commissioner, including, but not 
limited to, those orders issued under §§ 56-22-111, 56-22-115 and 56-22-116; 

(3) Is in a hazardous operating condition; 

(4) Has made a filing with the commissioner containing fraudulent or 
materially false or misleading statements of fact; 

(5) Has failed or refused to pay for the costs of any examination of the 
county mutual insurance company undertaken under this chapter; 

(6) Has been convicted of a felony; or 

(7) Has committed any unfair act or practice as set forth in § 56-8-108 or 


§ 56-8-104. 


(b) All hearings conducted pursuant to this section shall be conducted 
pursuant to the Uniform Administrative Procedures Act, compiled in title 4, 


chapter 5. 


(c) Each day of continued violation shall constitute a separate violation for 
purposes of determining the possible amount of penalty under this section. 


History. 
Acts 2006, ch. 689, §§ 3, 20. 


Compiler’s Notes. 

Former chapter 22, §§ 56-22-101 — 56-22- 
130 (Acts 1907, ch. 463, §§ 1-19; Acts 1921, ch. 
159, §§ 1, 3-19; 1925, ch. 84, §§ 1-4; Shan., 
§§ 3369a30-3369a58; Shan. Supp., 
§§ 3369a58b1-3369a58b4; Code 1932, §§ 6284, 
6285, 6287-6316; Acts 1945, ch. 133, § 1; C. 
Supp. 1950, § 6284; 1953, ch. 214, §§ 1-3; 
1961, ch. 79, § 1; 1968, ch. 486, §§ 1, 2; 1969, 
ch. 155, § 1; impl. am. Acts 1971, ch. 137, § 2; 


Acts 1971, ch. 319, § 1; 1974, ch. 519, § 1; 
1975, ch. 118, § 1; 1977, ch. 301, §§ 1, 2; 1978, 
ch. 554, § 1; 1979, ch. 298, § 4; T.C.A. (orig. 
ed.), § 56-2101-56-2134; Acts 1982, ch. 846, 
§ 1; 1983, ch. 85, § 3, 1988, ch. 547, 8§ 1-3; 
1989, ch. 488, §. 1; 2001, ch. 136, §§ 1, 2; 2008, 
ch. 215, § 7), concerning county mutual fire 
insurance companies, was repealed by Acts 
2006, ch. 689, § 3, effective January 1, 2007. 


Section to Section References. 
This section is referred to in § 56-22-106. 


56-22-118. County mutual insurance companies subject to same pro- 
ceedings and actions as insurance companies. 


The commissioner may subject a county mutual insurance company to any 
proceeding or action authorized pursuant to chapter 9 of this title, under the 
same terms as insurance companies. For all such purposes, county mutual 
insurance companies are deemed to meet the definition of insurance company 


set forth in chapter 9 of this title. 


History. 
Acts 2006, ch. 689, §§ 3, 21. 


Compiler’s Notes. 

Former chapter 22, §§ 56-22-101 — 56-22- 
130 (Acts 1907, ch. 4638, §§ 1-19; Acts 1921, ch. 
159, §§ 1, 3-19; 1925, ch. 84, §§ 1-4; Shan., 
§8§ 3369a30-3369a58; Shan. Supp., 
$§ 3369a58b1-3369a58b4; Code 1932, §§ 6284, 
6285, 6287-6316; Acts 1945, ch. 138, § 1; C. 


Supp. 1950, § 6284; 1953, ch. 214, §§ 1-3; 
1961, ch. 79, § 1; 1968, ch. 486, §§ 1, 2; 1969, 
ch. 155, § 1; impl. am. Acts 1971, ch. 187, § 2; 
Acts 1971, ch. 319, § 1; 1974, ch. 519, § 1; 
1O7TR, Cb. 8 bo 97 7 el. OUd, oF toes toro, 
ch. 554, § 1; 1979, ch. 298, § 4; T.C.A. (orig. 
ed.), § 56-2101-56-2134; Acts 1982, ch. 846, 
§ 1; 1983, ch. 85, § 3, 1988, ch. 547, §§ 1-3; 
1989, ch. 488, § 1; 2001, ch. 136, §§ 1, 2; 2003, 
ch. 215, § 7), concerning county mutual fire 


56-22-119 


insurance companies, was repealed by Acts 
2006, ch. 689, § 3, effective January 1, 2007. 


Section to Section References. 
This section is referred to in §§ 56-22-106, 
56-22-111. 
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NOTES TO DECISIONS 


1. Purpose of Notice. 

The notices required by former §§ 56-22-118 
and 56-22-123 were to protect insured from loss 
of insurance protection and not to protect inci- 
dental rights to reinsure; thus insured was 
entitled to protection until he withdrew as 


56-22-119. Fraud. 


provided by the company’s bylaws or until he 
was given the statutory notices. Farmers Mut. 
Fire Ins. Co. v. Maloney, 22 Tenn. App. 29, 117 
S.W.2d 757, 1938 Tenn. App. LEXIS 2 (Tenn. 
Ct. App. 1938). 


A director, an officer, a member, an insurance producer, or an employee of a 
county mutual insurance company who knowingly or intentionally, directly or 
indirectly, uses or employs, or allows another person to use or employ, money, 
funds, securities, or assets of the county mutual insurance company for private 
profit or gain commits a fraudulent insurance act under § 56-53-102, subject- 


ing the person to the criminal penalties found in § 56-53-104. 


History. 
Acts 2006, ch. 689, §§ 3, 22. 


Compiler’s Notes. 

Former chapter 22, §§ 56-22-101 — 56-22- 
130 (Acts 1907, ch. 463, §§ 1-19; Acts 1921, ch. 
159, §§ 1, 3-19; 1925, ch. 84, §§ 1-4; Shan., 
8§ 3369a30-3369a58; Shan. Supp., 
§§ 3369a58b1-3369a58b4; Code 1932, §§ 6284, 
6285, 6287-6316; Acts 1945, ch. 183, § 1; C. 
Supp. 1950, § 6284; 1953, ch. 214, §§ 1-3; 


56-22-120. Rules and regulations. 


1961, ch. 79, § 1; 1968, ch. 486, §§ 1, 2; 1969, 
ch. 155, § 1; impl. am. Acts 1971, ch. 137, § 2; 
Acts..1971, ch:319,- §'1;1974,.ch.) 6199-2 
1975, ch. 118, § 1; 1977, ch. 301, §§ 1, 2; 1978, 
ch. 554, § 1; 1979, ch. 298, § 4; T.C.A. (orig. 
ed.), § 56-2101-56-2134; Acts 1982, ch. 846, 
§ 1; 1983, ch. 85, § 3, 1988, ch. 547, §§ 1-3; 
1989, ch. 488, § 1; 2001, ch. 136, §§ 1, 2; 2003, 
ch. 215, § 7), concerning county mutual fire 
insurance companies, was repealed by Acts 
2006, ch. 689, § 3, effective January 1, 2007. 


The commissioner is authorized to promulgate rules and regulations to 
effectuate the purposes of this chapter. All rules and regulations shall be 
promulgated in accordance with the Uniform Administrative Procedures Act, 


compiled in title 4, chapter 5. 


History. 
Acts 2006, ch. 689, §§ 3, 23. 


Compiler’s Notes. 

Former chapter 22, §§ 56-22-101 — 56-22- 
130 (Acts 1907, ch. 463, §§ 1-19; Acts 1921, ch. 
159, §§ 1, 3-19; 1925, ch. 84, §§ 1-4; Shan., 
§§ 3369a30-3369a58; Shan. Supp., 
8§ 3369a58b1-3369a58b4; Code 1932, §§ 6284, 
6285, 6287-6316; Acts 1945, ch. 133, § 1; C. 
Supp. 1950, § 6284; 1953, ch. 214, §§ 1-3; 
1961, ch. 79, § 1; 1968, ch. 486, §§ 1, 2; 1969, 
ch. 155, § 1; impl. am. Acts 1971, ch. 137, § 2; 
Acts 1971, ch. 319, § 1; 1974, ch. 519, § 1; 


1975, ch. 118, § 1; 1977, ch. 301, §§ 1, 2; 1978, 
ch. 554, § 1; 1979, ch. 298, § 4; T.C.A. (orig. 
ed.), § 56-2101-56-2134; Acts 1982, ch. 846, 
§ 1; 1983, ch. 85, § 3, 1988, ch. 547, §§ 1-3; 
1989, ch. 488, § 1; 2001, ch. 136, §§ 1, 2; 2003, 
ch. 215, § 7), concerning county mutual fire 
insurance companies, was repealed by Acts 
2006, ch. 689, § 3, effective January 1, 2007. 


Attorney General Opinions. 

Calculation of compensation expense ratio. 
OAG .10-115, 2010 Tenn. AG LEXIS 121 
(12/6/10). 
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STATE STOCK FIRE INSURANCE COMPANIES 56-23-101 


CHAPTER 23 


STATE STOCK FIRE INSURANCE COMPANIES 


Section 


56-23-101. 
56-23-102. 


56-23-103. 
56-23-104. 
56-23-105. 
56-23-106. 
56-23-107. 
56-23-108. 


56-23-109. 


Property, casualty and surety insurance — Certificate of authority. 

False swearing to statement to obtain certificate of authority — Perjury — Denial of 
right to do business — Revocation of certificate. 

Ceding insurers credited pro rata unearned premium liability. 

Assuming insurers — Determination of financial condition. 

Rates and rating organizations. 

Annual reports of companies — Contents — Financial condition — Filing fee. 

Reinsurance of fire risks with or for other companies. 

Reinsurance of excess fire risks in unauthorized company with approval of commis- 
sioner — Premium tax — Payment. 

Certificate of authority for agents — Fee. 


56-23-110. 
56-23-111. 


Rules and regulations. 
Assets — Investments — Loans — Foreign investments. 


56-23-101. Property, casualty and surety insurance — Certificate of 
authority. 


(a) Every state stock fire insurance company organized and incorporated 
under the laws of this state and operating under this chapter, before commenc- 
ing business, must file or deposit with the commissioner of commerce and 
insurance the following: 

(1) A properly certified copy of its charter; 

(2) Satisfactory evidence that it possesses and maintains capital in the 
amount of not less than nine hundred fifty thousand dollars ($950,000); 

(3) Aduly executed instrument appointing agent for service of process, as 
required by § 56-2-103; and 

(4) At least one hundred thousand dollars ($100,000) in cash or its 
equivalent, but the commissioner has the discretion to accept as the 
equivalent bonds of this state or bonds of the United States; all deposits 
required by this subdivision (a)(4) shall be subject to the same conditions as 
required in the case of stock or mutual life insurance companies. 

(b) The commissioner shall not approve any charter or issue a certificate of 
authority to any company under this chapter until the commissioner has found 
that: 

(1) The company has submitted a plan of operation; and 

(2) The incorporators, directors and proposed officers are of known char- 
acter and there is no good reason to believe that they are affiliated, directly 
or indirectly, through ownership, control, management, reinsurance trans- 
actions or other insurance or business relations with any person or persons 
known to have been involved in the improper manipulation of assets, 
accounts, reinsurance or any matter inimical to the business of insurance. 

(c) The commissioner, if satisfied that all the foregoing conditions have been 
met, shall issue to the company a certificate of authority to do a property, 
casualty and surety insurance business, as defined in § 56-2-201, under this 
chapter. 

(d) Subdivision (a)(2) does not apply to companies qualified and authorized 
as state mutual fire insurance companies under chapter 21 of this title prior to 
May 7, 1969, which thereafter convert to state stock fire insurance companies 
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under chapter 21; provided, that any such company shall have immediately 
after its conversion, and shall maintain thereafter at all times, a combined 
capital and surplus, including both earned surplus and capital (contributed) 
surplus, of not less than three hundred thousand dollars ($300,000). 


History. 56-21-131. 
Acts 1973, ch. 293, § 1; T.C.A., § 56-4201. This section is referred to in § 56-23-102. 


Section to Section References. 
This chapter is referred to in §§ 56-1-501, 


56-23-102. False swearing to statement to obtain certificate of author- 
ity — Perjury — Denial of right to do business — Revoca- 
tion of certificate. 


(a) False swearing to the statement required by § 56-23-101 shall be 
deemed perjury, and those who commit it shall be punished as in other cases 
of perjury. 

(b) The company in whose interest the false statement is made shall be 
denied the right to do business for twelve (12) months thereafter, and if a 
certificate of authority be obtained thereby for the company, it shall be revoked 
by the commissioner and the company prohibited from doing business for 
twelve (12) months next after the discovery of the false statement. 


History. Cross-References. 
Acts 1973, ch. 293, § 2; T.C.A., § 56-4202. Perjury, title 39, chapter 16, part 7. 


56-23-103. Ceding insurers credited pro rata unearned premium li- 
ability. 


For the purpose of determining the financial condition of a ceding insurer, 
only if the reinsurance is effected by the ceding insurer in any assuming 
insurer authorized to do such business in this state, or in any other state of the 
United States or the District of Columbia, the ceding insurer shall, in addition 
to any credit allowed against its loss reserves, receive credit for the reinsur- 
ance by way of deduction from its unearned premium liability, which liability 
shall be equal to the unearned portions of the gross premiums charged on 
unexpired or unterminated risks and policies. 


History. Section to Section References. 
Acts 1973, ch. 293, § 3; T.C.A., § 56-4203. This section is referred to in § 56-23-104. 


56-23-104. Assuming insurers — Determination of financial condition. 


For the purpose of determining the financial condition of any assuming 
insurer, the insurer shall be charged with an amount in its unearned premium 
liability equal to the amount of the deductions specified in § 56-23-103, and in 
its valuation reserve liability with an amount at least equal to the amount that 
it would be required to maintain if it were the direct insurer of the assumed 
risks on the basis specified in the reinsurance agreement. 
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History. 
Acts 1978, ch. 293, § 4; T.C.A., § 56-4204. 


56-23-105. Rates and rating organizations. 


Chapter 5 of this title shall apply to every stock fire insurance company 
operating under this chapter. 


History. 
Acts 1973, ch. 293, § 5; T.C.A., § 56-4205. 


56-23-106. Annual reports of companies — Contents — Financial con- 
dition — Filing fee. 


Every company subject to this chapter shall make an annual report to the 
commissioner, by March 1 of each year as of December 31 of the preceding year, 
on blank forms prepared and furnished by the commissioner for that purpose, 
setting forth the transactions of the company during the previous year, 
showing its condition at the close of the year, and shall pay to the commissioner 
a fee of fifty dollars ($50.00) therefor at the time of filing the statement. 


History. 
Acts 1973, ch. 293, § 6; T.C.A., § 56-4206. 


56-23-107. Reinsurance of fire risks with or for other companies. 


Any state stock fire insurance company organized under the laws of this 
state is empowered to contract with any insurance company authorized to do 
business in this state to reinsure the whole or any part of any risk it has 
outstanding by reason of the issuance of its policy of insurance. 


History. 
Acts 1978, ch. 293, § 7; T.C.A., § 56-4207. 


56-23-108. Reinsurance of excess fire risks in unauthorized company 
with approval of commissioner — Premium tax — Pay- 
ment. 


(a) No company doing business under this chapter shall reinsure any of its 
business in any unauthorized company, except upon the written approval of 
the commissioner. 

(b) The company shall pay the tax prescribed by chapter 4, part 2 of this title 
on all business it reinsures in companies not having their domicile in this 
state. 


History. 
Acts 1973, ch. 293, § 8; T.C.A., § 56-4208. 


56-23-109. Certificate of authority for agents — Fee. 


Every such company shall be required to obtain from the commissioner a 
certificate of authority for each of its agents who solicit or write insurance in 
this state, the fee for which shall be two dollars ($2.00). 
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History. 
Acts 1973, ch. 293, § 9; T.C.A., § 56-4209. 


56-23-110. Rules and regulations. 


The commissioner is authorized to promulgate rules and regulations not in 
conflict with this chapter for the purpose of implementing this chapter, and the 
regulations so promulgated shall have the force and effect of law. 


History. 
Acts 1973, ch. 298, § 10; T.C.A., § 56-4210. 


56-23-111. Assets — Investments — Loans — Foreign investments. 


Sections 56-3-103, 56-3-104 and 56-3-302 — 56-3-307 are applicable to any 
company organized and doing business under this chapter. 


History. 
Acts 1973, ch. 293, § 11; T.C.A., § 56-4211. 
CHAPTER 24 
INSOLVENT DOMESTIC CORPORATIONS 
Section 


56-24-101. Insolvent domestic corporations — Action by attorney general — Application for 
restraining order. 

56-24-102. Receivers — Power of court to appoint — Removal of officers. 

56-24-103. Certificate of authority for agent — Expiration — Renewal — Failure to apply for — 
Transacting business without — Penalty. 

56-24-104. Fees to be paid state. 


56-24-101. Insolvent domestic corporations — Action by attorney gen- 
eral — Application for restraining order. 


When the commissioner of commerce and insurance, on investigation, is 
satisfied that any corporation organized under the laws of this state and doing 
business as a life and casualty insurance company is insolvent because of 
matured death claims or other obligations due and unpaid exceeding its assets 
and death assessments or periodical payments called or in process of collection, 
or has exceeded its powers, has failed to comply with any provision of law, or 
is not carrying out its contracts with members in good faith, the commissioner 
shall report the facts to the attorney general and reporter, who, if of the opinion 
that the facts require the action, may apply to any court having jurisdiction for 
an order requiring the officers of the corporation to show cause within a 
reasonable time why the corporation should not be restrained from continuing 
to transact business. 


History. part of the chapter concerning life and casualty 
Acts 1897, ch. 127, § 13; Shan., § 3350a11; insurance upon the assessment plan were re- 
Code 1932, § 6228; T.C.A. (orig. ed.), § 56- pealed by Acts 1963, ch. 9, § 1. 
2324: 
Section to Section References. 


Compiler’s Notes. This chapter is referred to in § 56-1-501. 
Additional provisions that had been formerly 
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56-24-102. Receivers — Power of court to appoint — Removal of 
officers. 


The court may, in its discretion, appoint receivers to take charge of the 
effects and wind up the business of the corporation, subject to rules and orders 
as the court may from time to time prescribe, according to the course of 
proceedings in equity, or the court may, if it deems that the best interests of the 
corporation will be served thereby, decree a removal from office of the officers 
or any number thereof, and substitute suitable persons to serve until the 
regular annual election, or until a successor is regularly chosen. 


History. Code 1932, § 6229; T.C.A. (orig. ed.), § 56- 
Acts 1897, ch. 127, § 13; Shan., § 3350a12; 2322. 


56-24-103. Certificate of authority for agent — Expiration — Renewal 
— Failure to apply for — Transacting business without — 
Penalty. 


Every corporation transacting business under this chapter shall obtain from 
the commissioner a certificate of authority for each agent writing or soliciting 
insurance for it in this state, which certificate shall show that the corporation 
has complied with this chapter, and the certificate, unless sooner revoked, 
shall expire with the end of each calendar year, and be renewed within thirty 
(30) days thereafter. Any corporation that neglects or fails to make application 
for certificates of authority for its agents or any one (1) of its agents, and any 
agent who transacts any business for the corporation without first receiving 
the certificate herein required, shall be liable to a fine of one hundred dollars 
($100). 


History. Code 1932, § 6226; T.C.A. (orig. ed.), § 56- 
Acts 1897, ch. 127, § 12; Shan., § 3350a9; 2328. 


56-24-104. Fees to be paid state. 


The commissioner shall collect and pay into the state treasury the fees 
prescribed by § 56-4-101 for issuing each new certificate of authority, for filing 
the company’s annual statement and for amendments to the company’s 
certificate of authority. 


History. Code 19382, § 6232; Acts 1979, ch. 298, § 5; 
Acts 1897, ch. 127, § 15; Shan., § 3350a15; _—‘T.C.A. (orig. ed.), § 56-2324. 
CHAPTER 25 


FRATERNAL BENEFIT SOCIETIES 


Part 1. General Provisions 


Section 

56-25-101. Organizations that constitute “fraternal benefit societies.” 
56-25-102. Operating on lodge system — Children’s lodges. 
56-25-103. Representative form of government. 

56-25-104. Chapter definitions. 

56-25-105. Operation for benefit of members — Powers. 


56-25-101 


Section 


56-25-201. 
56-25-202. 
56-25-203. 
56-25-204. 


56-25-301. 
56-25-302. 
56-25-303. 
56-25-304. 
56-25-305. 
56-25-306. 


56-25-401. 
56-25-402. 
56-25-403. 
56-25-404. 
56-25-4085. 


56-25-501. 
56-25-502. 
56-25-5038. 
56-25-504. 


56-25-601. 
56-25-602. 
56-25-6083. 
56-25-604. 
56-25-605. 
56-25-606. 
56-25-607. 
56-25-608. 
56-25-609. 
56-25-610. 


56-25-701. 
56-25-702. 
56-25-703. 
56-25-704. 


Code Commission Notes. This part, title 56, 
chapter 25, part 1 was renumbered from title 


INSURANCE 296 


Part 2. Membership — Proceedings — Officers and Employees 


aa 


Membership. 

Meetings — Publications — Annual statement — Grievance procedures. 
Officers, employees, etc. — Liability, indemnification, insurance. 

Waiver of laws. 


Part 3. Organization 


Organization — Certificate of authority. 

Amendment of laws. 

Nonprofit institutions. 

Restrictions on merger, consolidation or reinsurance. 
Method of consolidation or merger. 

Conversion to stock or mutual life insurance company. 


Part 4. Contractual Benefits 


Benefits. 

Beneficiaries — Funeral benefits. 

Exemption from attachment, garnishment or other process. 

Benefit contracts. 

Nonforfeiture benefits, cash surrender values, loans or other options. 


Part 5. Finances 


Investments. 

Management of assets. 
Exemption from insurance laws. 
Tax exemptions. 


Part 6. Regulation 


Standards for valuation of certificates — Reserves. 

Annual reports. 

License. 

Examination of societies. 

Admission of foreign or alien society. 

Injunction — Liquidation or receivership of domestic society. 

Refusal, suspension or revocation of license of foreign or alien society. 
Injunctions. 

Licensing of agents. 

Unfair competition and unfair or deceptive practices. 


Part 7. Miscellaneous Provisions 


Service of process. 

Judicial review. 

Offenses — Penalties. 

Exempted societies and associations. 


PART 1 
GENERAL PROVISIONS 


56, chapter 25, part 11 by authority of the Code 
Commission in 2016. 


56-25-101. Organizations that constitute “fraternal benefit societies.” 


Any incorporated society, order or supreme lodge, without capital stock, 
including one exempted under § 56-25-704(a)(2), whether incorporated or not, 
conducted solely for the benefit of its members and their beneficiaries and not 
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for profit, operated on a lodge system with ritualistic form of work, having a 


representative form of government, and that provides benefits in accordance 


with this chapter, is declared to be a “fraternal benefit society.” 


History. 
Acts 1990, ch. 703, § 1; T.C.A § 56-25-1101. 


Code Commission Notes. This section was 
renumbered from § 56-25-1101 to § 56-25-101 
by authority of the Code Commission in 2016. 


Compiler’s Notes. 

Section 56-25-1704 referenced in this section 
was renumbered as 56-25-704 by the authority 
of the code commission in 2016. 

The Code Commission transferred numerous 
sections in this title to this part, effective upon 
the 2016 replacement of this volume. See the 
following parallel reference table for the old 
and new locations. 

Old Section 

56-25-1101 


New Section 
56-25-101 


56-25-1102 56-25-102 
56-25-1103 56-25-103 
56-25-1104 56-25-104 
56-25-1105 56-25-105 


Section to Section References. 
This chapter is referred to in §§ 56-4-202, 
56-9-501. 


Textbooks. 

Tennessee Jurisprudence, 5 Tenn. Juris., 
Beneficial and Benevolent Associations, §§ 2, 
3,10: 


Law Reviews. 
The Law of Burial Insurance, 5 Vand. L. Rev. 
800 (1952). 


NOTES TO DECISIONS 


DECISIONS UNDER PRIOR LAW 


Analysis 


. Burial Association. 

. Service Required on Commissioner. 
. Period of Limitations. 

. Benefit Societies. 


- DPwonore 


. Burial Association. 

This section does not apply to burial associa- 
tions that have no lodge system with ritualistic 
form of work. State ex rel. Reece v. Gooch, 165 
Tenn. 97, 52 S.W.2d 143, 1932 Tenn. LEXIS 23 
(1932), rehearing denied, 165 Tenn. 97, 55 
S.W.2d 262 (1932). 


2. Service Required on Commissioner. 
Under former §§ 56-25-120 — 56-25-123 (re- 
pealed), process issued against a fraternal ben- 
efit society can only be lawfully served on the 
insurance commissioner (now commissioner of 
commerce and insurance), and not on the finan- 
cial secretary of the local camp of such society. 


Shirley v. Sovereign Camp, W. O. W., 20 Tenn. 
App. 290, 98 S.W.2d 511, 1936 Tenn. App. 
LEXIS 26 (Tenn. Ct. App. 1936). 


3. Period of Limitations. 

Where there was no allegation or proof that 
the provisions of the code relating to fraternal 
benefit societies had not been complied with, 
the one-year period of limitation of actions will 
apply and not the five-year period provided for 
in § 56-7-2308. Pannell v. Sovereign Camp, W. 
O. W., 171 Tenn. 245, 102 S.W.2d 50, 1936 Tenn. 
LEXIS 85 (1937). 


4, Benefit Societies. 

Beneficial societies were insurance compa- 
nies, and their contracts were properly termed 
“policies.” Penn Mut. Life Ins. Co. v. Mechanics’ 
Sav. Bank & Trust Co., 72 F. 413, 1896 U.S. 
App. LEXIS 1715, 38 L.R.A. 33 (6th Cir. Tenn. 
1896), rehearing denied, 73 F. 653, 1896 U.S. 
App. LEXIS 1831 (6th Cir. Tenn. 1896). 


56-25-102. Operating on lodge system — Children’s lodges. 


(a) Asociety is operating on the lodge system if it has a supreme governing 
body and subordinate lodges into which members are elected, initiated or 
admitted in accordance with its laws, rules and ritual. Subordinate lodges 
shall be required by the laws of the society to hold regular meetings at least 
once every sixty (60) days in furtherance of the purposes of the society. 

(b) A society may, at its option, organize and operate lodges for children 
under the minimum age for adult membership. Membership and initiation in 
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local lodges shall not be required of the children, nor shall they have a voice or 
vote in the management of the society. 


History. Cross-References. 
Acts 1990, ch. 708, § 1; T.C.A § 56-25-1102. Organizations exempt from law, § 56-25-704. 


Code Commission Notes. This section was 
renumbered from § 56-25-1102 to § 56-25-102 
by authority of the Code Commission in 2016. 


56-25-103. Representative form of government. 


A society has a representative form of government when: 
(1) It has a supreme governing body constituted in one (1) of the following 
ways: 

(A) Assembly. The supreme governing body is an assembly composed of 
delegates elected directly by the members or at intermediate assemblies or 
conventions of members or their representatives, together with other 
delegates as may be prescribed in the society’s laws. A society may provide 
for election of delegates by mail. The elected delegates shall constitute a 
majority in number and shall not have less than two thirds (%) of the votes 
and not less than the number of votes required to amend the society’s laws. 
The assembly shall be elected and shall meet at least every four (4) years 
and shall elect a board of directors to conduct the business of the society 
between meetings of the assembly. Vacancies on the board of directors 
between elections may be filled in the manner prescribed by the society’s 
laws; or 

(B) Direct Election. The supreme governing body is a board composed 
of persons elected by the members, either directly or by their representa- 
tives in intermediate assemblies, and any other persons prescribed in the 
society’s laws. A society may provide for election of the board by mail. Each 
term of a board member may not exceed four (4) years. Vacancies on the 
board between elections may be filled in the manner prescribed by the 
society's laws. Those persons elected to the board shall constitute a 
majority in number and be not less than the number of votes required to 
amend the society’s laws. A person filling the unexpired term of an elected 
board member shall be considered to be an elected member. The board 
shall meet at least quarterly to conduct the business of the society; 

(2) The officers of the society are elected either by the supreme governing 
body or by the board of directors; 

(3) Only benefit members are eligible for election to the supreme govern- 
ing body, the board of directors or any intermediate assembly; and 

(4) Each voting member has one (1) vote; no vote may be cast by proxy. 


History. renumbered from § 56-25-1103 to § 56-25-103 
Acts 1990, ch. 703, § 1; T.C.A. § 56-25-1103. by authority of the Code Commission in 2016. 


Code Commission Notes. This section was 


56-25-104. Chapter definitions. 


As used in this chapter, unless the context otherwise requires: 
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(1) “Benefit contract” means the agreement for provision of benefits 
authorized by § 56-25-401, as that agreement is described in § 56-25-404; 

(2) “Benefit member” means an adult member who is designated by the 
laws or rules of the society to be a benefit member under a benefit contract; 

(3) “Certificate” means the document issued as written evidence of the 
benefit contract; 

(4) “Commissioner” means the commissioner of commerce and insurance; 

(5) “Laws” means the society’s articles of incorporation, charter, constitu- 
tion and bylaws, however designated; 

(6) “Lodge” means subordinate member units of the society, known as 
camps, courts, councils, branches or by any other designation; 

(7) “Premiums” means premiums, rates, dues or other required contribu- 
tions by whatever name known, which are payable under the certificate; 

(8) “Rules” means all rules, regulations or resolutions adopted by the 
supreme governing body or board of directors that are intended to have 
general application to the members of the society; and 

(9) “Society” means fraternal benefit society, unless otherwise indicated. 


History. Compiler’s Notes. 

Acts 1990, ch. 708, § 1; T.C.A. § 56-25-1104. Sections 56-25-1401 and 56-25-1404 refer- 
enced in this section was renumbered as 56-25- 
401 and 56-25-404, respectively, by the author- 
ity of the code commission in 2016. 


Code Commission Notes. This section was 
renumbered from § 56-25-1104 to § 56-25-104 
by authority of the Code Commission in 2016. 


56-25-105. Operation for benefit of members — Powers. 


(a) Asociety shall operate for the benefit of members and their beneficiaries 
by: 
(1) Providing benefits as specified in § 56-25-1401; and 
(2) Operating for one (1) or more social, intellectual, educational, chari- 
table, benevolent, moral, fraternal, patriotic or religious purposes for the 
benefit of its members, which may also be extended to others. The purposes 
may be carried out directly by the society, or indirectly through subsidiary 
corporations or affiliated organizations. 

(b) Every society has the power to adopt laws and rules for the government 
of the society, the admission of its members, and the management of its affairs. 
It has the power to change, alter, add to or amend the laws and rules and has 
such other powers as are necessary and incidental to carrying into effect the 
objects and purposes of the society. 

(c) The commissioner may require any society to furnish facts and figures 
disclosing expenditures made by the society under subdivision (a)(2). 


History. Section to Section References. 
Acts 1990, ch. 703, § 1; T.C.A § 56-25-1105. This section is referred to in § 56-25-303. 


Code Commission Notes. This section was Collateral References. 
renumbered from § 56-25-1105 to § 56-25-105 Right to assets of voluntarily dissolved lodge 
by authority of the Code Commission in 2016. or club. 168 A.L.R. 956, 70 A.L.R.4th 897. 
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PART 2 


MEMBERSHIP — PROCEEDINGS — OFFICERS AND 
EMPLOYEES 


Code Commission Notes. This part, title56, 56, chapter 25, part 12 by authority of the Code 
chapter 25, part 2 was renumbered from title Commission in 2016. 


56-25-201. Membership. 


(a) A society shall specify in its laws or rules: 

(1) Eligibility standards for each and every class of membership; pro- 
vided, that if benefits are on the lives of children, the minimum age for adult 
membership shall be set at not less than fifteen (15) years of age and not 
greater than twenty-one (21) years of age; 

(2) The process for admission to membership for each membership class; 
and 

(3) The rights and privileges of each membership class; provided, that 
only benefit members shall have the right to vote on the management of the 
insurance affairs of the society. 

(b) Asociety may also admit social members, who shall have no voice or vote 
in the management of the insurance affairs of the society. 

(c) Membership rights in the society are personal to the member and are not 
assignable. 


History. the 2016 replacement of this volume. See the 
Acts 1990, ch. 703, § 1; T.C.A. § 56-25-1201. following parallel reference table for the old 


Code Commission Notes. This section was Snes ee ou. 
Old Section 


renumbered from § 56-25-1201 to § 56-25-201 New Section 


} Nis eee 56-25-1201 56-25-201 

by authority of the Code Commission in 2016. 56-25-1202 56-25-2092 
Compiler’s Notes. 56-25-1203 56-25-203 
The Code Commission transferred numerous 56-25-1204 56-25-204 


sections in this title to this part, effective upon 


56-25-202. Meetings — Publications — Annual statement — Grievance 
procedures. 


(a) The meetings of its supreme governing body may be held in any state, 
district, province or territory wherein the society has at least one (1) subordi- 
nate lodge, or in such other location as determined by the supreme governing 
body, and all business transacted at the meetings shall be valid in all respects 
as if the meetings were held in this state. The minutes of the proceedings of the 
supreme governing body and of the board of directors shall be in the English 
language. 

(b)(1) A society may provide in its laws for an official publication in which 

any notice, report or statement required by law to be given to members, 

including notice of election, may be published. The required notice, report or 
statement shall be printed conspicuously in the publication. If the records of 

a society show that two (2) or more members have the same mailing address, 

an official publication mailed to one (1) member is deemed to be mailed to all 

members at the same address unless a member requests a separate copy. 
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(2) Not later than June 1 of each year, a synopsis of the society’s annual 
statement providing an explanation of the facts concerning the condition of 
the society thereby disclosed shall be printed and mailed to each benefit 
member of the society or, in lieu thereof, the synopsis may be met Ay in 
the society’s official publication. 

(c) A society may provide in its laws or rules for grievance or complaint 
procedures for members. 


History. renumbered from § 56-25-1202 to § 56-25-202 
Acts 1990, ch. 703, § 1; T.C.A§ 56-25-1202. by authority of the Code Commission in 2016. 


Code Commission Notes. This section was 


56-25-203. Officers, employees, etc. — Liability, indemnification, insur- 
ance. 


(a) The officers and members of the supreme governing body or any 
subordinate body of a society shall not be personally liable for any benefits 
provided by a society. 

(b)(1) Any person may be indemnified and reimbursed by any society for 

expenses reasonably incurred by, and liabilities imposed upon, the person in 

connection with or arising out of any action, suit or proceeding, whether civil, 
criminal, administrative or investigative, or threat thereof, in which the 

person may be involved by reason of the fact that the person is or was a 

director, officer, employee or agent of the society or of any firm, corporation 

or organization that the person served in any capacity at the request of the 
society. 

(2) A person shall not be so indemnified or reimbursed: 

(A) In relation to any matter in the action, suit or proceeding as to 
which the person is finally adjudged to be or have been guilty of breach of 

a duty as a director, officer, employee or agent of the society; or 

(B) In relation to any matter in the action, suit or proceeding, or threat 
thereof, which has been made the subject of a compromise settlement; 
unless, in either such case, the person acted in good faith for a purpose the 
person reasonably believed to be in or not opposed to the best interests of the 
society and, in a criminal action or proceeding, in addition, had no reason- 

able cause to believe that the conduct was unlawful. 

(3) The determination whether the conduct of the person met the stan- 
dard required in order to justify indemnification and reimbursement in 
relation to any matter described in subdivision (b)(2)(A) or (b)(2)(B) may only 
be made by the supreme governing body or board of directors by a majority 
vote of a quorum consisting of persons who were not parties to the action, 
suit or proceeding or by a court of competent jurisdiction. 

(4) The termination of any action, suit or proceeding by judgment, order, 
settlement, conviction or upon a plea of no contest, as to the person shall not 
in itself create a conclusive presumption that the person did not meet the 
standard of conduct required in order to justify indemnification and 
reimbursement. 

(5) The foregoing right of indemnification and reimbursement shall not be 
exclusive of other rights to which the person may be entitled as a matter of 
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law and shall inure to the benefit of the person’s heirs, executors and 

administrators. vy 

(c) Asociety has the power to purchase and maintain insurance on behalf of 
any person who is or was a director, officer, employee or agent of the society, or 
who is or was serving at the request of the society as a director, officer, 
employee or agent of any other firm, corporation or organization against any 
liability asserted against the person and incurred by the person in any such 
capacity or arising out of the person’s status as such, whether or not the society 
would have the power to indemnify the person against the liability under this 
section. 


History. Collateral References. 

Acts 1990, ch. 703, § 1; T.C.A. § 56-25-1203. Limit of liability of members of insurance 
association. 10 A.L.R. 750. 

Misrepresentation by agent as defense to 
action against member. 136 A.L.R. 37. 

Right to assets of voluntarily dissolved lodge 
Textbooks. or club. 168 A.L.R. 956, 70 A.L.R.4th 897. 

Tennessee Jurisprudence, 5 Tenn. Juris., 
Beneficial and Benevolent Associations, § 8. 


Code Commission Notes. This section was 
renumbered from § 56-25-1203 to § 56-25-203 
by authority of the Code Commission in 2016. 


56-25-204. Waiver of laws. 


The laws of the society may provide that no subordinate body, nor any of its 
subordinate officers or members, shall have the power or authority to waive 
any of the laws of the society. The provision shall be binding on the society and 
every member and beneficiary of a member. 


History. Textbooks. 
Acts 1990, ch. 703, § 1; T.C.A. § 56-25-1204. Tennessee Jurisprudence, 5 Tenn. Juris., 


Coda! Commilasion Naked, iniiesi merroineas Beneficial and Benevolent Associations, § 7. 


renumbered from § 56-25-1204 to § 56-25-204 
by authority of the Code Commission in 2016. 


PART 3 
ORGANIZATION 


Code Commission Notes. This part, title 56, 56, chapter 25, part 13 by authority of the Code 
chapter 25, part 3 was renumbered from title Commission in 2016. 


56-25-301. Organization — Certificate of authority. 


A domestic society organized on or after January 1, 1991, shall be formed as 
follows: 

(1) Ten (10) or more citizens of the United States, a majority of whom are 
citizens of this state, who desire to form a fraternal benefit society, may 
make, sign and acknowledge before some officer competent to take acknowl- 
edgement of deeds, articles of incorporation, in which shall be stated: 

(A) The proposed corporate name of the society, which shall not so 
closely resemble the name of any society or insurance company or any 
governmental entity as to be misleading or confusing; 

(B) The purpose for which it is being formed and the mode in which its 
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corporate powers are to be exercised. The purposes shall not include more 

liberal powers than are granted by this chapter; 

(C) The names and residences of the incorporators and the names, 
residences and official titles of all the officers, trustees, directors or other 
persons who are to have and exercise the general control of the manage- 
ment of the affairs and funds of the society the first year, or until the 
ensuing election at which all such officers shall be elected by the supreme 
governing body, which election shall be held not later than one (1) year 
from the date of issuance of the permanent certificate of authority. 
(2)(A) The articles of incorporation, duly certified copies of the society’s 
bylaws and rules, copies of all proposed forms of certificates, applications 
therefor, and circulars to be issued by the society and a bond conditioned 
upon the return to applicants of the advance payments if the organization 
is not completed within one (1) year shall be filed with the commissioner, 
who may require further information the commissioner deems necessary. 

(B) The bond with sureties approved by the commissioner shall be in 
the amount, not less than three hundred thousand dollars ($300,000), nor 
more than one million five hundred thousand dollars ($1,500,000), as 
required by the commissioner. 

(C) All documents filed are to be in the English language. 

(D) If the purposes of the society conform to the requirements of this 
chapter and all provisions of the law have been complied with, the 
commissioner shall so certify, retain and file the articles of incorporation 
and furnish the incorporators a preliminary certificate of authority autho- 
rizing the society to solicit members as hereinafter provided. 

(3) No preliminary certificate of authority granted under this section shall 
be valid after one (1) year from its date or after the further period, not 
exceeding one (1) year, as may be authorized by the commissioner upon 
cause shown, unless the five hundred (500) applicants required by subdivi- 
sion (4) have been secured and the organization has been completed as 
herein provided. The articles of incorporation and all other proceedings 
thereunder shall become null and void in one (1) year from the date of the 
preliminary certificate of authority, or at the expiration of the extended 
period, unless the society has completed its organization and received a 
certificate of authority to do business as hereinafter provided. 

(4) Upon receipt of a preliminary certificate of authority from the com- 
missioner, the society may solicit members for the purpose of completing its 
organization, shall collect from each applicant the amount of not less than 
one (1) regular monthly premium in accordance with its table of rates and 
shall issue to each applicant a receipt for the amount so collected. No society 
shall incur any liability other than for the return of the advance premium, 
nor issue any certificate, nor pay or allow, or offer or promise to pay or allow, 
any benefit to any person until: 

(A) Actual bona fide applications for benefits have been secured on not 
less than five hundred (500) applicants, and any necessary evidence of 
insurability has been furnished to and approved by the society; 

(B) At least ten (10) subordinate lodges have been established into 
which the five hundred (500) applicants have been admitted; 
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(C) There has been submitted to the commissioner, under oath of the 
president or secretary, or corresponding officer of the society, a list of the 
applicants, giving their names, addresses, date each was admitted, name 
and number of the subordinate lodge of which each applicant is a member, 
amount of benefits to be granted and premiums therefor; and 

(D) It has been shown to the commissioner, by sworn statement of the 
treasurer, or corresponding officer of the society, that at least five hundred 
(500) applicants have each paid in cash at least one (1) regular monthly 
premium as herein provided, which premiums in the aggregate shall 
amount to at least one hundred fifty thousand dollars ($150,000). The 
advance premiums shall be held in trust during the period of organization, 
and if the society has not qualified for a certificate of authority within one 
(1) year, as herein provided, the premiums shall be returned to the 
applicants. 

(5) The commissioner may make the examination and require any further 
information as the commissioner deems advisable. Upon presentations of 
satisfactory evidence that the society has complied with all law, the commis- 
sioner shall issue to the society a certificate of authority to that effect and 
that the society is authorized to transact business pursuant to this chapter. 
The certificate of authority shall be prima facie evidence of the existence of 
the society at the date of the certificate. The commissioner shall cause a 
record of the certificate of authority to be made. A certified copy of the record 
may be given in evidence with the like effect as the original certificate of 
authority. 

(6) Any incorporated society authorized to transact business in this state 
on January 1, 1991, shall not be required to reincorporate. 


History. following parallel reference table for the old 

Acts 1990, ch. 703, § 1; T.C.A. § 56-25-1301. and new locations. 
iat: ‘ ; Old Section New Section 

Code Commission Notes. This section was 

56-25-1301 56-25-301 
renumbered from § 56-25-1301 to § 56-25-301 56-25-1302 56-25-3023 
by authority of the Code Commission in 2016. 56-25-1303 56-25-303 
Compiler’s Notes. 56-25-1304 56-25-304 
The Code Commission transferred numerous 56-25-1305 56-25-305 
sections in this title to this part, effective upon 56-25-1306 56-25-306 


the 2016 replacement of this volume. See the 


56-25-302. Amendment of laws. 


(a) Adomestic society may amend its laws in accordance with the provisions 
thereof by action of its supreme governing body at any regular or special 
meeting thereof or, if its laws so provide, by referendum. The referendum may 
be held in accordance with its laws by the vote of the voting members of the 
society, by the vote of delegates or representative of voting members, or by the 
vote of local lodges. A society may provide for voting by mail. No amendment 
submitted for adoption by referendum shall be adopted unless, within six (6) 
months from the date of submission of the amendment, a majority of the 
members voting have signified their consent to the amendment by one (1) of 
the methods specified in this section. | 

(b) All amendments to the laws of any domestic society shall be filed with 
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the commissioner and shall become operative upon the filing unless a later 
time be provided in the amendments or in laws of the society. 

(c) Within ninety (90) days from the effective date of the amendment, all the 
amendments, or a synopsis thereof, shall be furnished to all members of the 
society either by mail or publication in full in the official publication of the 
society. The affidavit of any officer of the society or of anyone authorized by it 
to mail any amendments or synopsis, stating facts that show that same have 
been duly addressed and mailed, shall be prima facie evidence that the 
amendments or synopsis have been furnished the addressee. 

(d) Every foreign or alien society authorized to do business in this state shall 
file with the commissioner a duly certified copy of all amendments of, or 
additions to, its laws within ninety (90) days after the enactment of the 
amendments. 

(e) Printed copies of the laws as amended, certified by the secretary or 
corresponding officer of the society, shall be prima facie evidence of the legal 
adoption of the laws. 


History. Textbooks. 
Acts 1990, ch. 703, § 1; T.C.A. § 56-25-1302. Tennessee Jurisprudence, 5 Tenn. Juris., 


BEA Coiinaiselon Notes Tite béction was Beneficial and Benevolent Associations, § 7. 


renumbered from § 56-25-1302 to § 56-25-302 
by authority of the Code Commission in 2016. 


56-25-303. Nonprofit institutions. 


A society may create, maintain and operate, or may establish organizations 
to operate, not-for-profit institutions to further the purposes permitted by 
§ 56-25-105(a)(2). The institutions may furnish services free or at a reasonable 
charge. Any real or personal property owned, held or leased by the society for 
this purpose shall be reported in every annual statement. 


History. Compiler’s Notes. 
Acts 1990, ch. 703, § 1; T.C.A. § 56-25-1308. Section 56-25-1105 referenced in this section 
was renumbered as 56-25-105 by the authority 


Code Commission Notes. This section was Ap ey eh EN a G's a oh 


renumbered from § 56-25-1303 to § 56-25-303 
by authority of the Code Commission in 2016. 


56-25-304. Restrictions on merger, consolidation or reinsurance. 


(a) No fraternal benefit society organized under the laws of this state to do 
the business of life, accident, or health insurance shall consolidate or merge 
with any other fraternal benefit society, or reinsure its insurance risks, or any 
part thereof, with any other fraternal benefit society, or assume or reinsure the 
whole or any portion of the risks of any other fraternal benefit society, except 
as provided in this chapter. 

(b) No fraternal benefit society or subordinate body thereof shall merge or 
consolidate with any company or association not licensed to transact business 
as a fraternal benefit society. 

(c) Each fraternal benefit society subject to this chapter shall comply with 
§§ 56-2-207 — 56-2-209 governing reinsurance contracts. In addition, no 
reinsurance contract of a fraternal benefit society shall cede or assume risks 


56-25-305 INSURANCE 306 


resident of this state if the principal purpose of such reinsurance contract, as 
determined by the commissioner, is to avoid the tax due under § 56-4-205. 


History. Textbooks. 
Acts 1990, ch. 703, § 1; 1999, ch. 177, §§ 1, 2; Tennessee Jurisprudence, 5 Tenn. Juris., 
T.C.A. § 56-25-1304. Beneficial and Benevolent Associations, § 13. 


Code Commission Notes. This section was 
renumbered from § 56-25-1304 to § 56-25-304 
by authority of the Code Commission in 2016. 


56-25-305. Method of consolidation or merger. 


(a) A domestic society may consolidate or merge with any other society by 
complying with this section. It shall file with the commissioner: 

(1) Acertified copy of the written contract containing in full the terms and 
conditions of the consolidation or merger; 

(2) A sworn statement by the president and secretary or corresponding 
officers of each society showing the financial condition thereof on a date fixed 
by the commissioner but not earlier than December 31, next preceding the 
date of the contract; 

(3) Acertificate of the officers duly verified by their respective oaths, that 
the consolidation or merger has been approved by a two-thirds (%) vote of 
the supreme governing body of each society, the vote being conducted at a 
regular or special meeting of each such body, or, if the society’s laws so 
permit, by mail; and 

(4) Evidence that at least sixty (60) days prior to the action of the supreme 
governing body of each society, the text of the contract has been furnished to 
all members of each society either by mail or by publication in full in the 
official publication of each society. 

(b)(1) If the commissioner finds that the contract is in conformity with this 
section, that the financial statements are correct and that the consolidation 
or merger is just and equitable to the members of each society, the 
commissioner shall approve the contract and issue a certificate to such effect. 

(2) Upon such approval, the contract shall be in full force and effect unless 
any society which is a party to the contract is incorporated under the laws of 
any other state or territory. In this event, the consolidation or merger shall 
not become effective unless and until it has been approved as provided by the 
laws of the state or territory and a certificate of the approval filed with the 
commissioner of commerce and insurance of this state or, if the laws of the 
state or territory contain no such provision, then the consolidation or merger 
shall not become effective unless and until it has been approved by the 
commissioner of insurance of the state or territory, and a certificate of the 
approval filed with the commissioner of commerce and insurance of this 
state. 

(3) In case the contract is not approved, it shall be inoperative, and the 
fact of the submission and its contents shall not be disclosed by the 
commissioner. 

(c) Upon the consolidation or merger becoming effective as provided in this 
section, all the rights, franchises and interests of the consolidated or merged 
societies in and to every species of property, real, personal or mixed, and things 
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in action thereunto belonging shall be vested in the society resulting from or 
remaining after the consolidation or merger without any other instrument, 
except that conveyances of the real property may be evidenced by proper deeds, 
and the title to any real estate or interest therein, vested under the laws of this 
state in any of the societies consolidated or merged, shall not revert or be in 
any way impaired by reason of the consolidation or merger, but shall vest 
absolutely in the society resulting from or remaining after the consolidation or 
merger. 

(d) The affidavit of any officer of the society or of anyone authorized by it to 
mail any notice or document, stating that the notice or document has been duly 
addressed and mailed, shall be prima facie evidence that the notice or 
document has been furnished the addressees. 

(e)(1) All necessary and actual expenses and compensation incident to the 

proceedings provided in this section shall be paid as provided by the contract 

of consolidation or merger. 

(2) No brokerage or commission shall be included in the expenses and 
compensation or shall be paid to any person by either of the parties to any 
such contract in connection with the negotiation therefor or execution 
thereof, nor shall any compensation be paid to any officer or employee of 
either of the parties to the contract for directly or indirectly aiding in 
effecting the contract of consolidation or merger. 

(3) An itemized statement of all the expenses shall be filed with the 
commissioner, subject to approval, and, when approved, shall be binding on 
the parties to the contract. 

(4) Except as fully expressed in the contract of consolidation or merger, or 
itemized statement of expenses, as approved by the commissioner or 
commissioners, as the case may be, no compensation shall be paid to any 
person or persons, and no officer or employee of the state shall receive any 
compensation, directly or indirectly, for in any manner aiding, promoting or 
assisting any such consolidation or merger. 


History. renumbered from § 56-25-1305 to § 56-25-305 
Acts 1990, ch. 703, § 1; T.C.A. § 56-25-1305. by authority of the Code Commission in 2016. 


Code Commission Notes. This section was 


56-25-306. Conversion to stock or mutual life insurance company. 


Any domestic fraternal benefit society may be converted and licensed as a 
stock or mutual life insurance company by compliance with all the require- 
ments of this title for stock or mutual life insurance companies. A plan of 
conversion shall be prepared in writing by the board of directors, setting forth 
in full the terms and conditions of conversion. The affirmative vote of two 
thirds (24) of all members of the supreme governing body at a regular or special 
meeting shall be necessary for the approval of the commissioner, who may give 
approval if the commissioner finds that the proposed change is in conformity 
with the requirements of law and not prejudicial to the certificate holders of 
the society. 
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History. renumbered from § 56-25-1306 to § 56-25-306 
Acts 1990, ch. 708, § 1; T.C.A. § 56-25-1306. by authority of the Code Commission in 2016. 


Code Commission Notes. This section was 


PART 4 
CONTRACTUAL BENEFITS 


Code Commission Notes. This part, title56, 56, chapter 25, part 14 by authority of the Code 
chapter 25, part 4 was renumbered from title Commission in 2016. 


56-25-401. Benefits. 


(a) A society may provide the following contractual benefits in any form: 

(1) Death benefits; 

(2) Endowment benefits; 

(3) Annuity benefits; 

(4) Temporary or permanent disability benefits; 

(5) Hospital, medical or nursing benefits; 

(6) Monument or tombstone benefits to the memory of deceased members; 
and 

(7) Such other benefits as authorized for life insurers and that are not 
inconsistent with this chapter. 

(b) A society shall specify in its rules those persons who may be issued, or 
covered by, the contractual benefits in subsection (a), consistent with providing 
benefits to members and their dependents. A society may provide benefits on 
the lives of children under the minimum age for adult membership upon 
application of an adult person. 


History. following parallel reference table for the old 
Acts 1990, ch. 703, § 1; T.C.A § 56-25-1401. and new locations. 

: Old Section New Section 

Code Commission Notes. This section was 56-25-1401 56-25-401 
renumbered from § 56-25-1401 to § 56-25-401 56-25-1402 56-25-402 
by authority of the Code Commission in 2016. 56-25-1403 56-25-403 
bevel A 56-25-1404 56-25-404 
Compiler's Notes. 56-25-1405 56-25-405 


The Code Commission transferred numerous 
sections in this title to this part, effective upon Section to Section References. 
the 2016 replacement of this volume. See the This section is referred to in §§ 56-25-104. 


56-25-402. Beneficiaries — Funeral benefits. 


(a) The owner of a benefit contract has the right at all times to change the 
beneficiaries in accordance with the laws or rules of the society, unless the 
owner waives this right by specifically requesting in writing that the benefi- 
ciary designation be irrevocable. A society may, through its laws or rules, limit 
the scope of beneficiary designations and shall provide that no revocable 
beneficiary shall have or obtain any vested interest in the proceeds of any 
certificate, until the certificate has become due and payable in conformity with 
the benefit contract. , 

(b) A society may make provision for the payment of funeral benefits to the 
extent of the portion of any payment under a certificate as might reasonably 
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appear to be due to any person equitably entitled thereto by reason of having 
incurred expenses occasioned by the burial of the member. 

(c) If, at the death of any person insured under a benefit contract, there is no 
lawful beneficiary to whom the proceeds are payable, the amount of the benefit, 
except to the extent that funeral benefits may be paid as provided in this 
section, shall be payable to the personal representatives of the deceased 
insured; provided, that if the owner of the certificate is other than the insured, 
the proceeds shall be payable to the owner. 


History. Textbooks. 
Acts 1990, ch. 703, § 1; T.C.A § 56-25-1402. Jurisprudence, 5 Tenn. Juris., Beneficial and 


Code Commission Notes. This section was Benevolent Associations, § 20. 


renumbered from § 56-25-1402 to § 56-25-402 
by authority of the Code Commission in 2016. 


56-25-403. Exemption from attachment, garnishment or other process. 


No money or other benefit, charity, relief or aid to be paid, provided or 
rendered by any society, shall be liable to attachment, garnishment or other 
process, or to be seized, taken, appropriated or applied by any legal or 
equitable process or operation of law to pay any debt or liability of a member 
or beneficiary, or any other person who may have a right thereunder, either 
before or after payment by the society. 


History. Textbooks. 
Acts 1990, ch. 703, § 1; T.C.A§ 56-25-1403. Tennessee Jurisprudence, 5 Tenn. Juris., 


Ge ACES EONS Pye ee Beneficial and Benevolent Associations, § 20. 


renumbered from § 56-25-1403 to § 56-25-403 
by authority of the Code Commission in 2016. 


56-25-404. Benefit contracts. 


(a) Every society authorized to do business in this state shall issue to each 
owner of a benefit contract a certificate specifying the amount of benefits 
provided. The certificate, together with any riders or endorsements attached 
thereto, the laws of the society, the application for membership, the application 
for insurance and declaration of insurability, if any, signed by the applicant, 
and all amendments to each thereof, shall constitute the benefit contract, as of 
the date of issuance, between the society and the owner, and the certificate 
shall so state. A copy of the application for insurance and declaration of 
insurability, if any, shall be endorsed upon or attached to the certificate. All 
statements on the application shall be representations and not warranties. 
Any waiver of this provision shall be void. 

(b) Any changes, additions or amendments to the laws of the society duly 
made or enacted subsequent to the issuance of the certificate shall bind the 
owner and the beneficiaries, and shall govern and control the benefit contract 
in all respects, the same as though the changes, additions or amendments had 
been made prior to and were in force at the time of the application for 
insurance, except that no change, addition or amendment shall destroy or 
diminish benefits that the society contracted to give the owner as of the date of 
issuance. 
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(c) Any person upon whose life a benefit contract is issued prior to attaining 
the age of majority shall be bound by the terms of the application and 
certificate and by all the laws and rules of the society to the same extent as 
though the age of majority had been attained at the time of application. 

(d)(1) A society shall provide in its laws that if its reserves as to all or any 

class of certificates become impaired, its board of directors or corresponding 

body may require that there shall be paid by the owner to the society the 
amount of the owner’s equitable proportion of the deficiency as ascertained 
by its board, and that if the payment is not made either: 

(A) It shall stand as an indebtedness against the certificate and draw 
interest not to exceed the rate specified for certificate loans under the 
certificates; or 

(B) In lieu of or in combination with subdivision (d)(1)(A), the owner 
may accept a proportionate reduction in benefits under the certificate. 
(2) The society may specify the manner of the ‘election and which 

alternative is to be presumed if no election is made. 

(e) Copies of any of the documents mentioned in this section, certified by the 
secretary or corresponding officer of the society, shall be received in evidence of 
the terms and conditions of the society. 

(f)(1) No certificate shall be delivered or issued for delivery in this state 

unless a copy of the form has been filed with and approved by the 

commissioner in the manner provided for like policies issued by life, accident 
and sickness insurers in this state. 

(2) Every life, accident and sickness, health, sickness, or disability insur- 
ance certificate and every annuity certificate shall meet the standard 
contract provision requirements in this title not inconsistent with this 
chapter for like policies issued by life, accident and sickness insurers in this 
state, except that a society may provide for a grace period for payment for 
premiums of one (1) full month in its certificates. 

(3) The certificate shall also contain a provision stating the amount of 
premiums that are payable under the certificate, and a provision reciting or 
setting forth the substance of any sections of the society’s laws or rules in 
force at the time of issuance of the certificate which, if violated, will result in 
the termination or reduction of benefits payable under the certificate. 

(4) If the laws of the society provide for expulsion or suspension of a 
member, the certificate shall also contain a provision that any member so 
expelled or suspended, except for nonpayment of a premium or within the 
contestable period for material misrepresentation in the application for 
membership of insurance, shall have the privilege of maintaining the 
certificate in force by continuing payment of the required premium. 

(g) Benefit contracts issued on the lives of persons below the society’s 
minimum age for adult membership may provide for transfer of control of 
ownership to the insured at an age specified in the certificate. A society may 
require approval of an application of membership in order to effect this 
transfer, and may provide in all other respects for regulation, government and 
control of the certificates and all rights, obligations and liabilities incident to 
and connected with the certificates. Ownership rights prior to the transfer 
shall be specified in the certificate. 
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(h) A society may specify the terms and conditions on which benefit 
contracts may be assigned. 


History. Section to Section References. 
Acts 1990, ch. 703, § 1; T.C.A § 56-25-1404. This section is referred to in §§ 56-25-104, 


Code Commission Notes. This section was 907° 0”: 


renumbered from § 56-25-1404 to § 56-25-404 
by authority of the Code Commission in 2016. 


56-25-405. Nonforfeiture benefits, cash surrender values, loans or 
other options. 


(a) For certificates issued prior to one (1) year after January 1, 1991, the 
value of every paid-up nonforfeiture benefit and the amount of any cash 
surrender, loan or other option granted shall comply with law applicable 
immediately prior to January 1, 1991. 

(b) For certificates issued on or after January 1, 1992, for which reserves are 
computed on the commissioner’s 1941 standard ordinary mortality table, the 
commissioner’s 1941 standard industrial table or the commissioner’s 1958 
standard ordinary mortality table, or the commissioner’s 1980 standard 
mortality table, or any more recent table made applicable to life insurers, every 
paid-up nonforfeiture benefit and the amount of any cash surrender value, loan 
or other option granted shall not be less than the corresponding amount 
ascertained in accordance with the laws of this state applicable to life insurers 
issuing policies containing like benefits based upon the tables. 


History. renumbered from § 56-25-1405 to § 56-25-405 
Acts 1990, ch. 703, § 1; T.C.A § 56-25-1405. by authority of the Code Commission in 2016. 


Code Commission Notes. This section was 


PART 5 
FINANCES 


Code Commission Notes. This part, title56, 56, chapter 25, part 15 by authority of the Code 
chapter 25, part 5 was renumbered from title Commission in 2016. 


56-25-501. Investments. 


A society shall invest its funds only in the investments that are authorized 
by the laws of this state for the investment of assets of life insurers and subject 
to the limitations on the investment. Any foreign or alien society permitted or 
seeking to do business in this state, which invests its funds in accordance with 
the laws of the state, district, territory, country or province in which it is 
incorporated, shall be held to meet the requirements of this section for the 
investment of funds. 


History. Compiler’s Notes. 
Acts 1990, ch. 703, § 1; T.C.A. § 56-25-1501. The Code Commission transferred numerous 
sections in this title to this part, effective upon 
Code Commission Notes. This section was the 2016 replacement of this volume. See the 
renumbered from § 56-25-1501 to § 56-25-501 following parallel reference table for the old 
by authority of the Code Commission in 2016. and new locations. 
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Old Section New Section 56-25-1503 56-25-503 
56-25-1501 56-25-501 56-25-1504 oa 56-25-504 
56-25-1502 56-25-502 


56-25-502. Management of assets. 


(a) All assets shall be held, invested and disbursed for the use and the 
benefit of the society, and no member or beneficiary shall have or acquire 
individual rights therein or become entitled to any apportionment on the 
surrender of any part thereof, except as provided in the benefit contract. 

(b) A society may create, maintain, invest, disburse and apply any special 
fund or funds necessary to carry out any purpose permitted by the laws of the 
society. 

(c) A society may, pursuant to resolution of its supreme governing body, 
establish and operate one (1) or more separate accounts and issue contracts on 
a variable basis, subject to law regulating life insurers establishing the 
accounts and issuing the contracts. To the extent the society deems it 
necessary in order to comply with any applicable federal or state laws, or any 
rules issued thereunder, the society may adopt special procedures for the 
conduct of the business and affairs of a separate account; may, for persons 
having beneficial interest therein, provide special voting and other rights, 
including, without limitation, special rights and procedures relating to invest- 
ment policy, investment advisory services, selection of certified public accoun- 
tants, and selection of a committee to manage the business and affairs of the 
account; and may issue contracts on a variable basis to which § 56-25-404(b) 
and (d) shall not apply. 


History. Compiler’s Notes. 
Acts 1990, ch. 7038, § 1; T.C.A. § 56-25-1502. Section 56-25-1404 referenced in this section 


Code Commission Notes. This section was penumibered 36: 56.28-409 Wainer aero 


renumbered from § 56-25-1502 to § 56-25-502 0! the code commission in 2016. 
by authority of the Code Commission in 2016. 


56-25-503. Exemption from insurance laws. 


Except as herein provided, societies are governed by this chapter and are 
exempt from all other provisions of the insurance laws of this state unless they 
are expressly designated therein, or unless it is specifically made applicable by 
this chapter. 


History. renumbered from § 56-25-1503 to § 56-25-503 
Acts 1990, ch. 703, § 1; T.C.A. § 56-25-1503. by authority of the Code Commission in 2016. 


Code Commission Notes. This section was 


56-25-504. Tax exemptions. 


Every society organized or licensed under this chapter is declared to be a 
charitable and benevolent institution, and all of its funds are exempt from all 
and every state, county, district, municipal and school tax other than taxes on 
real estate and personal property. 
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History. renumbered from § 56-25-1504 to § 56-25-504 
Acts 1990, ch. 703, § 1; T.C.A. § 56-25-1504. by authority of the Code Commission in 2016. 


Code Commission Notes. This section was 


PART 6 
REGULATION 


Code Commission Notes. This part, title56, 56, chapter 25, part 16 by authority of the Code 
chapter 25, part 6 was renumbered from title Commission in 2016. 


56-25-601. Standards for valuation of certificates — Reserves. 


(a) Standards of valuation for certificates issued prior to January 1, 1992, 
shall be those provided by the laws applicable immediately prior to January 1, 
1991. 

(b)(1) The minimum standards of valuation for certificates issued on or after 

January 1, 1992, shall be based on the following tables: 

(A) For certificates of life insurance, the commissioner’s 1941 standard 
ordinary mortality table, the commissioner’s 1941 standard industrial 
mortality table, the commissioner’s 1958 standard ordinary mortality 
table, the commissioner’s 1980 standard ordinary mortality table or any 
more recent table made applicable to life insurers; and 

(B) For annuity and pure endowment certificates, for total and perma- 
nent disability benefits, for accidental death benefits and for noncancel- 
lable accident and health benefits, the tables as are authorized for use by 
life insurers in this state. 

(2) All certificates in subdivision (b)(1) shall be under valuation methods 
and standards, including interest assumptions, in accordance with the laws 
of this state applicable to life insurers issuing policies containing like 
benefits. 

(c) The commissioner has the discretion to accept other standards for 
valuation, if the commissioner finds that the reserves produced thereby will 
not be less in the aggregate than reserves computed in accordance with the 
minimum valuation standard herein prescribed. The commissioner has the 
discretion to vary the standards of mortality applicable to all benefit contracts 
on substandard lives or other hazardous lives by any society authorized to do 
business in this state. 

(d) Any society, with the consent of the commissioner of the state of domicile 
of the society and under such conditions, if any, which the commissioner of 
commerce and insurance of Tennessee may impose, may establish and main- 
tain reserves on its certificates in excess of the reserves required thereunder, 
but the contractual rights of any benefit member shall not be affected by the 
excess reserves. 


History. Compiler’s Notes. 
Acts 1990, ch. 703, § 1; T.C.A. § 56-25-1601. The Code Commission transferred numerous 


A rs eter Bilan hie inn etiAnir as sections in this title to this part, effective upon 


renumbered from § 56-25-1601 to § 56-25-601 the 2016 replacement of this volume. See the 
by authority of the Code Commission in 2016. following parallel reference table for the old 
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and new locations. 56-25-1607 56-25-607 
Old Section New Section 56-25-1608 56-25-608 
56-25-1601 56-25-601 56-25-1609 56-25-609 
56-25-1602 56-25-602 56-25-1610 56-25-610 
rr ae rebate Section to Section References. 
56-25-1604 56-25-604 Thi phew: f gas 56-25-602 
56-25-1605 56-25-605 is section is referred to in § -25- ; 
56-25-1606 56-25-606 


56-25-602. Annual reports. 


Reports shall be filed in accordance with the following provisions: 

(1) Every society transacting business in this state shall annually, on or 
before March 1, unless time has been extended by the commissioner for 
cause shown, file with the commissioner a true statement of its financial 
condition, transactions and affairs for the preceding calendar year and pay 
the fee specified in § 56-4-101 for filing the statement. The statement shall 
be in general form and context as approved by the National Association of 
Insurance Commissioners for fraternal benefit societies and as supple- 
mented by additional information required by the commissioner; 

(2) As part of the annual statement herein required, each society shall, on 
or before March 1, file with the commissioner a valuation of its certificates in 
force on December 31 last preceding; provided, that the commissioner has 
the discretion, for cause shown, to extend the time for filing the valuation, for 
no more than two (2) calendar months. The valuation shall be done in 
accordance with the standards specified in § 56-25-601. The valuation and 
underlying data shall be certified by a qualified actuary or, at the expense of 
the society, verified by the actuary of the department of insurance of the 
state of domicile of the society; and 

(3) A society neglecting to file the annual statement in the form and 
within the time provided by this section shall forfeit one hundred dollars 
($100) for each day during which the neglect continues, and, upon notice by 
the commissioner to that effect, its authority to do business in this state 
shall cease while the default continues. 


History. Compiler’s Notes. 
Acts 1990, ch. 703, § 1; T.C.A. § 56-25-1602. Section 56-25-1601 referenced in (2) was re- 
numbered as 56-25-601 by the authority of the 


Code Commission Notes. This section was Pan ai 
code commission in 2016. 


renumbered from § 56-25-1602 to § 56-25-602 
by authority of the Code Commission in 2016. 


56-25-603. License. 


Societies that are now authorized to transact business in this state, and all 
societies hereafter licensed, may continue such business until June 30, 1992. 
The authority of these societies and all societies hereafter licensed may 
thereafter be renewed annually, but in all cases to terminate on the succeeding 
June 30. However, a license so issued shall continue in full force and effect 
until the new license is issued or specifically refused. For each license or 
renewal, the society shall pay the commissioner a fee of ten dollars ($10.00). A 
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duly certified copy or duplicate of the license shall be prima facie evidence that 
the licensee is a fraternal benefit society within the meaning of this chapter. 


History. renumbered from § 56-25-1603 to § 56-25-603 
Acts 1990, ch. 703, § 1; T.C.A. § 56-25-1603. by authority of the Code Commission in 2016. 


Code Commission Notes. This section was 


56-25-604. Examination of societies. 


(a) The commissioner, or any person the commissioner may appoint, shall 
examine any domestic, foreign or alien society transacting or applying for 
admission to transact business in this state in the same manner as authorized 
for examination of domestic, foreign or alien insurers. Requirements of notice 
and an opportunity to respond before findings are made public as provided in 
the laws regulating insurers shall also be applicable to the examination of 
societies. 

(b) The expense of each examination and of each valuation, including 
compensation and actual expense of examiners, shall be paid by the society 
examined or whose certificates are valued, upon statements furnished by the 
commissioner. 


History. renumbered from § 56-25-1604 to § 56-25-604 
Acts 1990, ch. 703, § 1; T.C.A. § 56-25-1604. by authority of the Code Commission in 2016. 


Code Commission Notes. This section was 


56-25-605. Admission of foreign or alien society. 


(a) No foreign or alien society shall transact business in this state without 
a license issued by the commissioner. 

(b) Any such society desiring admission to this state shall comply substan- 
tially with the requirements and limitations of this chapter applicable to 
domestic societies. Any such society may be licensed to transact business in 
this state after first having shown to the satisfaction of the commissioner that 
it has maintained an active bona fide lodge for a period of not less than three 
(3) years and: 

(1) Upon filing with the commissioner: 

(A) A duly certified copy of its articles of incorporation; 

(B) A copy of its bylaws, certified by its secretary or corresponding 
officer; 

(C) A power of attorney to the commissioner as prescribed in § 56-25- 
701; 

(D) Astatement of its business under oath of its president and secretary 
or corresponding officers in a form prescribed by the commissioner, duly 
verified by an examination made by the supervising insurance official of 
its home state or other state, territory, province or country, satisfactory to 
the commissioner; 

(E) Certification from the proper officials of its home state, territory, 
province or country that the society is legally incorporated and licensed to 
transact business there; 

(F) Copies of its certificate forms; and 
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(G) Other information the commissioner may deem necessary; and 
(2) Upon a showing that its assets are invested in accordance with this 
chapter. 


History. Compiler’s Notes. 
Acts 1990, ch. 703, § 1; T.C.A. § 56-25-1605. Section 56-25-1701 referenced in (b)(1)(C) 
section was renumbered as 56-25-701 by the 


Code Commission Notes. This section was authority of the code commission in 2016. 


renumbered from § 56-25-1605 to § 56-25-605 
by authority of the Code Commission in 2016. 


56-25-606. Injunction — Liquidation or receivership of domestic soci- 
ety. 


(a) When the commissioner, upon investigation, finds that a domestic 
society: 
(1) Has exceeded its powers; 
(2) Has failed to comply with any provision of this chapter; 
(3) Is not fulfilling its contracts in good faith; 
(4) Has a membership of less than four hundred (400) after an existence 
of one (1) year or more; or 
(5) Is conducting business fraudulently or in a manner hazardous to its 
members, creditors, the public or the business; 
the commissioner shall notify the society of such deficiency or deficiencies and 
state in writing the reasons for the dissatisfaction. The commissioner shall at 
once issue a written notice to the society requiring that the deficiency or 
deficiencies that exist be corrected. After the notice, the society shall have a 
thirty-day period in which to comply with the commissioner’s request for 
correction, and if the society fails to comply, the commissioner shall notify the 
society of the findings of noncompliance and require the society to show cause, 
on a date named, why it should not be enjoined from carrying on any business 
until the violation complained of has been corrected, or why an action in quo 
warranto should not be commenced against the society. 

(b) If on the date the society does not present good and sufficient reasons 
why it should not be so enjoined or why the action should not be commenced, 
the commissioner may present the facts relating thereto to the attorney 
general and reporter, who shall, if the attorney general and reporter deems the 
circumstances warrant, commence an action to enjoin the society from trans- 
acting business or in quo warranto. 

(c) The court shall thereupon notify the officers of the society of the hearing. 
If, after a full hearing, it appears that the society should be so enjoined or 
liquidated or a receiver appointed, the court shall enter the necessary order. No 
society so enjoined shall have the authority to do business until: 

(1) The commissioner finds that the violation complained of has been 
corrected; 

(2) The costs of the action have been paid by the society if the court finds 
that the society was in default as charged; 

(3) The court has dissolved its injunction; and 

(4) The commissioner has reinstated the certificate of authority. 

(d) If the court orders the society liquidated, it shall be enjoined from 
carrying on any further business, whereupon the receiver of the society shall 
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proceed at once to take possession of the books, papers, money and other assets 
of the society and, under the direction of the court, proceed forthwith to close 
the affairs of the society and to distribute its funds to those entitled to them. 

(e) No action under this section shall be recognized in any court of this state 
unless brought by the attorney general and reporter upon request of the 
commissioner. Whenever a receiver is to be appointed for a domestic society, 
the court shall appoint the commissioner as the receiver. 

(f) The provisions of this section relating to hearing by the commissioner, 
action by the attorney general and reporter at the request of the commissioner, 
hearing by the court, injunction and receivership shall be applicable to a 
society which voluntarily determines to discontinue business. 


History. Section to Section References. 
Acts 1990, ch. 703, § 1; T.C.A. § 56-25-1606. This section is referred to in § 56-9-102. 


Code Commission Notes. This section was Textbooks. 
renumbered from § 56-25-1606 to § 56-25-606 Tennessee Jurisprudence, 5 Tenn. Juris., 
by authority of the Code Commission in 2016. —_ Beneficial and Benevolent Associations, § 13. 


56-25-607. Refusal, suspension or revocation of license of foreign or 
alien society. 


(a) When the commissioner, upon investigation, finds that a foreign or alien 

society transacting or applying to transact business in this state: 

(1) Has exceeded its powers; 

(2) Has failed to comply with any of the provisions of this chapter; 

(3) Is not fulfilling its contracts in good faith; or 

(4) Is conducting its business fraudulently or in a manner hazardous to its 

members or creditors or the public; 

the commissioner shall notify the society of the deficiency or deficiencies and 
state in writing the reasons for the dissatisfaction. The commissioner shall at 
once issue a written notice to the society requiring that the deficiency or 
deficiencies that exist be corrected. After the notice, the society shall have a 
thirty-day period in which to comply with the commissioner’s request for 
correction, and if the society fails to comply, the commissioner shall notify the 
society of the findings of noncompliance and require the society to show cause, 
on a date named, why its license should not be suspended, revoked or refused. 

(b) If on the date the society does not present good and sufficient reason why 
its authority to do business in this state should not be suspended, revoked or 
refused, the commissioner may suspend or refuse the license of the society to 
do business in this state until satisfactory evidence is furnished to the 
commissioner that the suspension or refusal should be withdrawn, or the 
commissioner may revoke the authority of the society to do business in this 
state. 

(c) Nothing contained in this section shall be taken or construed as prevent- 
ing any such society from continuing in good faith all contracts made in this 
state during the time the society was legally authorized to transact business in 
this state. 
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History. Textbooks. 
Acts 1990, ch. 703, § 1; T.C.A. § 56-25-1607. Tennessee Jurisprudence, 5 Tenn. Juris., 


° Y i lent Associations, § 11. 
Code Commission Notes. This section was Beneticial and Benevolen sociations..§ 


renumbered from § 56-25-1607 to § 56-25-607 
by authority of the Code Commission in 2016. 


56-25-608. Injunctions. 


No application or petition for injunction against any domestic, foreign or 
alien society, or lodge thereof, shall be recognized in any court of this state 
unless made by the attorney general and reporter upon request of the 
commissioner. 


History. renumbered from § 56-25-1608 to § 56-25-608 
Acts 1990, ch. 703, § 1; T.C.A. § 56-25-1608. by authority of the Code Commission in 2016. 


Code Commission Notes. This section was 


56-25-609. Licensing of agents. 


Agents of societies shall be licensed in accordance with chapter 6, part 1 of 
this title regulating the licensing, revocation, suspension or termination of 
license of resident and nonresident agents. 


History. renumbered from § 56-25-1609 to § 56-25-609 
Acts 1990, ch. 703, § 1; T.C.A. § 56-25-1609. by authority of the Code Commission in 2016. 


Code Commission Notes. This section was 


56-25-610. Unfair competition and unfair or deceptive practices. 


Every society authorized to do business in this state is subject to chapter 8 
of this title relating to unfair methods of competition and unfair or deceptive 
acts or practices. Nothing in those provisions shall be construed as applying to 
or affecting the right of any society to determine its eligibility requirements for 
membership, or be construed as applying to or affecting the offering of benefits 
exclusively to members or persons eligible for membership in the society by a 
subsidiary corporation or affiliated organization of the society. 


History. renumbered from § 56-25-1610 to § 56-25-610 
Acts 1990, ch. 703, § 1; T.C.A. § 56-25-1610. by authority of the Code Commission in 2016. 


Code Commission Notes. This section was 


PART 7 
MISCELLANEOUS PROVISIONS 


Code Commission Notes. This part, title56, 56, chapter 25, part 17 by authority of the Code 
chapter 25, part 7 was renumbered from title | Commission in 2016. 


56-25-701. Service of process. 


(a) Every society authorized to do business in this state shall appoint in 
writing the commissioner and each successor in the office of commissioner to be 
its true and lawful attorney upon whom all lawful process in any action or 
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proceeding against it shall be served, and shall agree in the writing that any 
lawful process against it which is served on the attorney shall be of the same 
legal force and validity as if served upon the society, and that the authority 
shall continue in force so long as any liability remains outstanding in this 
state. Copies of the appointment, certified by the commissioner, shall be 
deemed sufficient evidence thereof and shall be admitted in evidence with the 
same force and effect as the original thereof might be admitted. 

(b) Service shall only be made upon the commissioner, or if absent, upon the 
person in charge of the commissioner’s office. It shall be made in duplicate and 
shall constitute sufficient service upon the society. When legal process against 
a society is served upon the commissioner, the commissioner shall forthwith 
forward one (1) of the duplicate copies by registered mail, prepaid, directed to 
the secretary or corresponding officer. No such service shall require a society to 
file its answer, pleading or defense in less than thirty (30) days from the date 
of mailing the copy of the service to the society. Legal process shali not be 
served upon a society except in the manner herein provided. At the time of 
serving any process upon the commissioner, the plaintiff or complainant in the 
action shall pay to the commissioner a fee of ten dollars ($10.00). 


History. Old Section New Section 
Acts 1990, ch. 703, § 1; T.C.A§ 56-25-1701. 56-25-1701 56-25-701 
Code Commission Notes. This section was pean Be bean hae 
renumbered from § 56-25-1701 to § 56-25-701 tae ea 
by authority of the Code Commission in 2016. 56-25-1704 56-25-704 
Compiler’s Notes. Cross-References. 
The Code Commission transferred numerous Certified mail instead of registered mail, § 1- 


sections in this title to this part, effective upon 3-111. 
the 2016 replacement of this volume. See the 


following parallel reference table for the old Section to Section References. 
and new locations. This section is referred to in § 56-25-605. 


56-25-702. Judicial review. 


All decisions and findings of the commissioner made under this chapter shall 
be subject to review by proper proceedings in any court of competent jurisdic- 
tion in this state. 


History. renumbered from § 56-25-1702 to § 56-25-702 
Acts 1990, ch. 708, § 1; T.C.A§ 56-25-1702. by authority of the Code Commission in 2016. 


Code Commission Notes. This section was 


56-25-703. Offenses — Penalties. 


(a)(1) It is an offense to intentionally make a false or fraudulent statement 
in or relating to any application for membership or for the purpose of 
obtaining money from or a benefit in a society. 

(2) A violation of subdivision (a)(1) is a Class A misdemeanor. 

(b) Any person who intentionally makes a false or fraudulent statement in 
any verified report or declaration under oath required or authorized by this 
chapter, of any material fact or thing contained in a sworn statement 
concerning the death or disability of an insured for the purpose of procuring 
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payment of a benefit named in the certificate, commits the offense of perjury 
and shall be subject to the penalties therefor prescribed by law. 
(c)(1) It is an offense to solicit membership for, or in any manner assist in 
procuring membership in, any society not licensed to do business in this 
state. 
(2) A violation of subdivision (c)(1) is a Class B misdemeanor, punished 
only by the fine authorized in § 40-35-111 for this classification. 
(d)(1) It is an offense to intentionally violate, or to neglect or refuse to 
comply with, the provisions of this chapter for which a penalty is not 
otherwise prescribed. 
(2) A violation of subdivision (d)(1) is a Class B misdemeanor, punished 
only by the fine authorized in § 40-35-111 for such classification. 


History. Perjury, title 39, chapter 16, part 7. 


Acts 1990, ch. 703, § 1; T.C.A § 56-25-1703. 
as 7 $ : Collateral References. 


Code Commission Notes. This section was Modern status of rules regarding materiality 
renumbered from § 56-25-1703 to § 56-25-703 and effect of false statement by insurance ap- 
by authority of the Code Commission in 2016. _ plicant as to previous insurance cancellations 


Crane Referahdes. or rejections. 66 A.L.R.3d 749. 


Penalties for Class A and Class B misde- 
meanors, § 40-35-111. 


56-25-704. Exempted societies and associations. 


(a) Nothing contained in this chapter shall be so construed as to affect or 
apply to: 

(1) Grand or subordinate lodges of Masons, Odd Fellows, or Knights of 
Pythias (exclusive of the insurance department of the Supreme Lodge, 
Knights of Pythias) and the Junior Order of the United American Mechanics 
(exclusive of the beneficiary degree or insurance branch of the National 
Council Junior Order United American Mechanics), nor to similar societies 
that do not issue insurance certificates; 

(2) Orders, societies or associations that admit to membership only 
persons engaged in one (1) or more crafts or hazardous occupations, in the 
same or similar lines of business, insuring only their own members and their 
families, and the ladies’ societies or ladies’ auxiliaries to the orders, societies 
or associations. No domestic order, society or association that is, on January 
1, 1991, operating under a certificate of authority issued by the commis- 
sioner shall be exempt by reason of this subdivision (a)(2); 

(3) An association of local lodges or a society now doing business in this 
state that provides death benefits not exceeding five hundred dollars ($500) 
to any one (1) person, or disability benefits not exceeding three hundred 
dollars ($300) to any one (1) person, or both, nor to any contracts or 
reinsurance business on such plan in this state; 

(4) Domestic societies that limit their membership to employees of a 
particular city or town, designated firm, business house or corporation that 
provide for a death benefit of not more than four hundred dollars ($400) or 
disability benefits of not more than three hundred fifty dollars ($350) to any 
person in any one (1) year, or both; or 

(5) Domestic societies or associations of a purely religious, charitable or 
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benevolent description, that provide for a death benefit of not more than four 

hundred dollars ($400) or for disability benefits of not more than three 

hundred fifty dollars ($350) to any one (1) person in any one (1) year, or both. 

(b) Any such society or association described in subdivision (a)(4) or (a)(5) 
that provides for death or disability benefits for which benefit certificates are 
issued, and any such society or association included in subdivision (a)(5) that 
has more than one thousand (1,000) members shall not be exempted from this 
chapter, but shall comply with all requirements of this chapter. 

(c) No society which, by the provisions of this section, is exempt from the 
requirements of this chapter, except any society described in subdivision (a)(2) 
shall give or allow, or promise to give or allow, to any person more than one 
dollar ($1.00) per capita as compensation for procuring new members. 

(d) Every society that provides for benefits in case of death or disability 
resulting solely from accident, and that does not obligate itself to pay natural 
death or sick benefits, shall have all of the privileges and be subject to all the 
applicable provisions and regulations of this chapter except that the provisions 
thereof relating to medical examinations, valuations of benefit certificates, and 
incontestability do not apply to such society. 

(e) The commissioner may require from any society or association, by 
examination or otherwise, the information that will enable the commissioner 
to determine whether the society or association is exempt from this chapter. 

(f) Societies exempt under this section are also exempt from all other 
provisions of the general insurance laws of this state. 


History. Textbooks. 
Acts 1990, ch. 703, § 1; T.C.A § 56-25-1704. Tennessee Jurisprudence, 5 Tenn. Juris., 


rp et elo Nice Vapi naeeiay aan Beneficial and Benevolent Associations, §§ 2, 


renumbered from § 56-25-1704 to § 56-25-704 and 6. 
by authority of the Code Commission in 2016. 


Section to Section References. 
This section is referred to in §§ 56-4-202, 


56-25-1101. 
CHAPTER 26 
ACCIDENT AND SICKNESS INSURANCE 
Part 1. General Provisions 
Section 


56-26-101. Part definitions. 

56-26-102. Filing and approval of policy forms — Loss ratio guarantee. 
56-26-103. Withdrawal of approval — Notice of hearing. 
56-26-104. Disapproval of policy — Limitations and exceptions. 
56-26-105. Review — Certiorari. 

56-26-106. Required form and contents of policy. 

56-26-107. Policy deliverable in another state. 

56-26-108. Standard form — Required provisions. 

56-26-109. Form of permissible policy provisions. 

56-26-110. Inapplicable or inconsistent provisions. 

56-26-111. Sequence of policy provisions. 

56-26-112. Third-party ownership. 

56-26-113. Requirements of other jurisdictions. 

56-26-114. Filing procedure. 

56-26-115. Policy provisions not specifically covered. 
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Section ; 

56-26-116. Effect of nonconforming policies. ‘ 

56-26-117. Application as part of policy — Copy on request. 

56-26-118. Alteration of application. 

56-26-119. False statements in application. 

56-26-120. Acts not constituting waiver of defenses. 

56-26-121. Acceptance of premiums after expiration of policy — Misstatement of age. 

56-26-122. Policies exempt. 

56-26-123. Violation — Forfeiture — Revocation of license. 

56-26-124. Accident and sickness insurance — Patients in tax supported institutions not to be 
excluded. 

56-26-125. Insurer’s right of cancellation to be stated on face of policy. 

56-26-126. Insurer’s option to renew to be stated on face of policy. 

56-26-127. Group or franchise policies excluded. 

56-26-128. Violations — Penalty. 

56-26-129. Ten-day free look on health insurance. 

56-26-130, 56-26-131. [Transferred.] 

56-26-1382. Health care insurance advice for senior citizens. 

56-26-133. Effect of sole proprietor or partner’s election against coverage under Workers’ 
Compensation Law. 

56-26-134. No coverage for abortion services in health plans required to be established under 
federal health care reform plans. 


Part 2. Group Policies 


56-26-201. Part definitions. 

56-26-202. Filing and approval of policies — Required provisions. 

56-26-203. Benefits entitlement when husband and wife covered as employees of same employer 
— Family members. 

56-26-204. Pooling of liabilities to self-insurer. 


Part 3. Cost Reporting 


56-26-301. Part definitions. 

56-26-302. Furnishing of charge data required. 
56-26-303. Requirement subject to available cost data. 
56-26-304. Immunity from civil liability. 

56-26-305. Powers of commissioner. 


PART 1 
GENERAL PROVISIONS 


56-26-101. Part definitions. 


As used in this part, unless the context otherwise requires, “accident and 
sickness insurance” includes any policy or contract covering insurance against 
loss resulting from sickness or from bodily injury or death by accident, or both. 
The various types of such policies are defined in the following subdivisions: 

(1)(A) “Blanket accident and sickness insurance” means that form of 
accident and sickness insurance covering special groups of persons as 
enumerated in one (1) of the following divisions: 

(i) Under a policy issued to any common carrier, which shall be 
deemed the policyholder covering a group defined as all persons who 
may become passengers on the common carrier; 

(ii) Under a policy issued to an employer, who shall be deemed the 
policyholder, covering any group of employees defined by reference to 
exceptional hazards incident to the employment; 
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(iii) Under a policy issued to a college, school or other institution of 
learning, or to the head or principal thereof, which or who shall be 
deemed the policyholder, covering students or teachers; 

(iv) Under a policy issued in the name of any volunteer fire depart- 
ment or first aid or other similar volunteer group, which shall be deemed 
the policyholder, covering all of the members of the department or 
group; or 

(v) Under a policy issued to any other substantially similar group 
which, in the discretion of the commissioner, may be subject to the 
issuance of a blanket accident and sickness policy. 

(B) An individual application is not required from a person covered 
under a blanket accident and sickness policy, nor is it necessary for the 
insurer to furnish each person a certificate; 

(2) “Cancellable” or “renewable at option of company” refers to and may be 


used only in policies under which the company reserves the right to cancel or 
nonrenew the policy of any individual insured either on any date on which a 
premium becomes due, or on the policy anniversary, or at any other date 
subject to refund of any unearned premium; 


(3) “Commissioner” means the commissioner of commerce and insurance; 
(4) “Franchise accident and sickness insurance” means that form of 


accident and sickness insurance issued to either of the following: 


(A) Three (3) or more employees of any corporation, copartnership or 
individual employer or any governmental corporation, agency or depart- 
ment thereof; or 

(B) Ten (10) or more members of any trade or professional association or 
of a labor union or of any other association having had an active existence 
for at least two (2) years where the association or union has a constitution 
or bylaws and is formed in good faith for purposes other than that of 
obtaining insurance; where the employees or members, with or without 
their dependents, are issued the same form of an individual policy varying 
only as to amounts and kinds of coverage applied for by the employees or 
members, under an arrangement whereby the premiums on the policies 
may be paid to the insurer periodically by the employer, with or without 
payroll deductions, or by the association or union for its members, or by 
some designated person acting on behalf of the employer, association or 
union; and 
(5) “Individual market” has the same meaning given in § 2791(e)(1)(A) of 


the Public Health Service Act (42 U.S.C. § 300gg-91); 


(6)(A) “Noncancellable” or “noncancellable and guaranteed renewable” or 
synonymous terms such as “guaranteed continuable” may be used only in 
a policy, which the insured has the right to continue in force by the timely 
payment of premiums set forth in the policy: 
(i) Until at least age fifty (50); or 
(ii) In the case of a policy issued after age forty-four (44), for at least 
five (5) years from its date of issue, during which period the insurer has 
no right to make unilaterally any change in any provision of the policy 
while the policy is in force. 
(B) Except as provided in subdivision (6)(A), “guaranteed renewable” 
may be used only in a policy that the insured has the right to continue in 
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force by the timely payment of premiums: 

(i) Until at least age fifty (50); or { 

(ii) In the case of a policy issued after age forty-four (44), for at least 
five (5) years from its date of issue, during which period the insurer has 
no right to make unilaterally any change in any provision of the policy 
while the policy is in force, except that the insurer may make changes in 
premium rates by classes. 

(C) The limitation in subdivision (6)(A) on use of “noncancellable” also 
applies to any synonymous term such as “not cancellable,” and the 
limitation in subdivision (6)(B) on use of “guaranteed renewable” applies 
to any synonymous term such as “guaranteed continuable’; 

(7) “Small employer” has the same meaning given in § 56-7-2203; and 
(8) “Written approval” includes an electronic approval. 


History. Section to Section References. 
Acts 1955, ch. 4, §.1; 1976, ch. 397, § 1; Chapters 26-31 are referred to in § 56-1-501. 
T.C.A., § 56-3301; Acts 2011, ch. 344, § 11. Chapters 26-29 are referred to in § 56-7- 
2404. 


Cross-References. 
Comprehensive health insurance pool for un- 
insurables and underinsured, title 56, chapter 


This chapter is referred to in §§ 56-7-1453, 
56-7-1503, 56-7-2302. 


39. This part is referred to in § 56-1-212. 
Indemnified employee welfare benefit plans, Sections 56-26-101 — 56-26-103 are referred 
title 56, ch. 40. to in § 56-26-122. 


56-26-102. Filing and approval of policy forms — Loss ratio guarantee. 


(a)(1) No policy of accident and sickness insurance for individual or small 
employer coverage shall be delivered or issued for delivery in this state, nor 
shall any endorsement, rider, certificate or application nor any initial or new 
premium rates on any previously approved policy, endorsement, rider, 
certificate or application that becomes a part of any such policy be used in 
connection with the policy until a copy of the form, of the premium rates, and 
of the classifications of risk pertaining to the policy has been filed with and 
approved by the commissioner. Approval of such forms, rates, and classifi- 
cations may be granted in whole or in part at the discretion of the 
commissioner. 

(2) No approval shall be issued by the commissioner pursuant to this 
section unless the commissioner determines that the benefits provided in the 
policy are reasonable in relation to the premium charged based upon 
reasonable rules promulgated by the commissioner. 

(3) Within thirty (30) days of receiving an insurer’s filing, if the commis- 
sioner has not previously issued notice of either approval or disapproval 
related to the insurer’s filing, either the commissioner or the insurer may 
initiate an informal conference between the parties to seek additional 
information or responsive material from the other in order to resolve any 
outstanding matters related to the filing. In no event shall such period of 
conference extend beyond sixty (60) days of the commissioner’s receipt of the 
insurer's original filing. At a date no later than sixty (60) days from the 
receipt of the insurer’s original filing the commissioner shall issue either a 
notice of approval or disapproval regarding the insurer’s filing unless the 
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insurer and the commissioner mutually agree in writing to an extension not 

to exceed one hundred twenty (120) days from the receipt of the insurer’s 

original filing. 

(4) No policy, endorsement, rider, certificate or application shall be issued 
until the filing has been approved by the commissioner as provided in this 
section. The commissioner shall notify, in writing, the filer if the form or 
rates do not comply with this chapter and are therefore disapproved, 
specifying the reasons for the commissioner’s determination. After such 
notice, it is unlawful for the filer to issue the form or rates in this state. 

(5) In a notice issued under subdivision (a)(4), the commissioner shall 
state that a hearing shall be granted upon written request by the insurer. 
The insurer has thirty (30) days to submit a written request for a hearing. If 
a hearing is requested, then such hearing shall be held within thirty (30) 
days of receipt by the commissioner of the written request. Any hearing 
conducted shall be conducted in accordance with the Uniform Administra- 
tive Procedures Act, compiled in title 4, chapter 5. 

(b) In accordance with regulations issued by the commissioner, medical loss 
ratio information shall be provided for each medical loss ratio reporting year by 
all accident and sickness insurers. If, pursuant to federal or state law, the 
accident and sickness insurer is required to provide a rebate based upon 
medical loss ratio requirements, the insurer shall notify the commissioner 
within ten (10) days of becoming aware of such rebate. The commissioner at 
that time shall evaluate the solvency and financial impact of such rebate. The 
commissioner retains the right to intervene with the secretary of the United 
States department of health and human services on behalf of an insurer 
deemed to be financially unsound to request that the secretary of the United 
States department of health and human services defer all or a portion of the 
rebate payments owed by the insurer. 

(c) Subsequent to January 1, 2012, all filings submitted pursuant to this 
section shall be filed electronically; provided, however, that the commissioner 
may in certain circumstances, in the commissioner’s own discretion, waive the 
electronic filing requirement. The commissioner may designate an entity to 
receive the electronic filings submitted pursuant to this section. 

(d) The requirements of this section shall supersede and replace all other 
requirements related to the filing, approval and disapproval of major medical 
health insurance premium rates. As used in this section, “major medical health 
insurance premium rates” shall include any individual or small employer 
coverage as offered by an issuer of accident and sickness insurance, a nonprofit 
hospital and medical service corporation, medical service corporation, a 
hospital service corporation, and a health maintenance organization. As used 
in this section, “major medical health insurance” shall not include any policy as 
described by § 2791(c) of the Public Health Service Act (42 U.S.C. § 300gg- 
91(c)). In the event that conflicts exist between this section and another 
provision in this title, this section shall govern. 

(e) The provisions of this chapter are severable. If any provision of this 
chapter or its application to any person or circumstance is held invalid, the 
invalidity does not affect other provisions or applications of this chapter which 
can be given effect without the invalid provision or application. 


56-26-103 INSURANCE | 326 


History. Sections 56-26-101 — 56-26-103 are referred 
Acts 1955, ch. 4, § 2; 1976, ch. 590, § 1;1978, toin § 56-26-122. P 

ch. 518, § 3; T.C.A., § 56-3302; Acts 1995, ch. This section is referred to in §§ 56-7-2201, 

323, § 1; 2011, ch. 344, § 12. 56-26-202, 56-27-112, 56-28-106, 56-29-117, 56- 


Section to Section References. 32-107. 


Sections 56-26-102 — 56-26-105 are referred 
to in §§ 56-26-103, 56-26-104, 56-26-105. 


56-26-103. Withdrawal of approval — Notice of hearing. 


The commissioner may, at any time after a hearing of which not less than 
twenty (20) days’ written notice has been given to the insurer, withdraw 
approval of any such form if it contains a provision for benefits that is 
misleading, deceptive or that would encourage misrepresentation of the policy, 
or if, after consideration of all relevant factors, the commissioner finds that the 
benefits provided by the policy are unreasonable in relation to the premium 
charged. It is unlawful for the insurer to issue the form or use it in connection 
with any policy after the effective date of the withdrawal of approval. A notice 
of any hearing called under § 56-26-102, this section and §§ 56-26-104 — 
56-26-105 shall specify the matters to be considered at the hearing, and any 
decision affirming disapproval or directing withdrawal of approval under 
§ 56-26-102, this section and §§ 56-26-104 — 56-26-105 shall be in writing 
and shall specify the reasons for the decision. 


History. Sections 56-26-101 — 56-26-1038 are referred 
Acts 1955, ch. 4, § 2; 1976, ch. 590, § 2; toin § 56-26-122. 
T.C.A., § 56-3303. 


Section to Section References. 
Sections 56-26-102 — 56-26-105 are referred 
to in §§ 56-26-104, 56-26-105. 


56-26-104. Disapproval of policy — Limitations and exceptions. 


The commissioner shall not disapprove or withdraw approval of any such 
policy on the ground that its provisions do not comply with §§ 56-26-108 — 
56-26-114 or on the ground that it is not printed in uniform type, if it is shown 
that the rights of the insured or the beneficiary under the policy as a whole are 
not less favorable than the rights provided by §§ 56-26-108 — 56-26-114, and 
that the provisions or type size used in the policy are required in the state, 
district or territory of the United States in which the insurer is organized, 
anything in §§ 56-26-102 — 56-26-105 to the contrary notwithstanding. 


History. 
Acts 1955, ch. 4, § 2; T.C.A., § 56-3304. 


Section to Section References. 
Sections 56-26-102 — 56-26-105 are referred 
to in §§ 56-26-103, 56-26-105. 


56-26-105. Review — Certiorari. 


Any order or decision of the commissioner under §§ 56-26-102 — 56-26-104 
and this section shall be subject to review in the manner provided by title 27, 
chapter 9, pertaining to the statutory writ of certiorari. 
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History. Law Reviews. 
Acts 1955, ch. 4, § 2; T.C.A., § 56-3305. Judicial Review under the Tennessee Uni- 
BE ne RIGA Rathi dbes form Administrative Procedures Act — An Up- 
Sections 56-26-102 — 56-26-105 are referred date (Ben H. Cantrell), 13 Mem. St. U.L. Rev. 


to in §§ 56-26-103, 56-26-104. 589 (1984). 
This section is referred to in §§ 56-26-102, 
56-26-122. 


56-26-106. Required form and contents of policy. 


No policy of sickness and accident insurance shall be delivered or issued for 
delivery to any person in this state, unless: 

(1) The entire money and other considerations therefor are expressed in 
the policy; 

(2) The time at which the insurance takes effect and terminates is 
expressed in the policy; 

(3) The policy purports to insure only one (1) person, except that a policy 
may insure, originally or by subsequent amendment upon the application of 
an adult member of a family who shall be deemed the policyholder, any two 
(2) or more eligible members of that family, including husband, wife, 
dependent children or any children under a specified age that shall not 
exceed nineteen (19) years, and any other person dependent upon the 
policyholder; 

(4) The style, arrangement, and overall appearance of the policy and any 
endorsements or attached papers give no undue prominence to any portion 
of the text. For purposes of this subdivision (4), “text” includes all printed 
matter except the name and address of the insurer, the name or title of the 
policy, and captions and subcaptions; 

(5) The exceptions and reductions of indemnity are set forth in the policy 
and, except those which are set forth in §§ 56-26-108 — 56-26-114, are 
printed, at the insurer’s option, either included with the benefit provision to 
which they apply or under an appropriate caption such as “EXCEPTIONS” 
or “EXCEPTIONS AND REDUCTIONS’; provided, that if an exception or 
reduction specifically applies only to a particular benefit of the policy, a 
statement of the exception or reduction shall be included with the benefit 
provision to which it applies; 

(6) Each such form, including riders and endorsements, shall be identified 
by a form number in the lower left-hand corner of the first page of the form; 

(7) The policy contains no provision purporting to make any portion of the 
charter, rules, constitution or bylaws of the insurer a part of the policy unless 
such portion is set forth in full in the policy, except in the case of the 
incorporation of, or reference to, a statement of rates or classification of 
risks, or short-rate table filed with the commissioner; and 

(8) If the policy is a limited policy, which is defined as a policy that 
contains unusual exclusions, limitations, restrictions, reductions in benefits 
or conditions of such a nature that the payments of benefits under the policy 
are thereby substantially limited in frequency or in amount, it shall be so 
identified by having the words “THIS IS A LIMITED POLICY — READ IT 
CAREFULLY” imprinted diagonally across the face of the policy and the 
filing back in contrasting color from the text of the policy and in outline type 
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not smaller than eighteen-point, or words which, in the opinion of the 
commissioner, have substantially the same meaning and effect; when 
appropriate, these words may be varied by the insurer in a manner to 
indicate the type of policy; as for example, “THIS POLICY IS LIMITED TO 
CANCER ONLY — READ IT CAREFULLY.” 


History. 
Acts 1955, ch. 4, § 3; 1976, ch. 397, § 2; 
T.C.A., § 56-3306; Acts 1981, ch. 415, § 11. 


Cross-References. 

Easy to Read Life and Health Insurance 
Policy Act, title 56, ch. 7, part 16. 

Health maintenance organizations, title 56, 
ch. 32, part 2. 

Reimbursable services within scope of prac- 
tice of chiropractor, discrimination prohibited, 
§ 56-7-2404. 


Section to Section References. 
This section is referred to in § 56-26-107. 


Collateral References. 

Applicability of aviation exclusion clause as 
affected by fact that injury or death occurred 
after termination of flight. 62 A.L.R.3d 1243. 

Construction of provision in health or acci- 


dent policy extending coverage to persons “ac- 
tually in the employ of” the policyholder. 64 
A.L.R.3d 1178. 

Failure or refusal of insured to attend trial or 
to testify as breach of cooperation clause. 9 
A.L.R.4th 218. 

Validity and construction of accident insur- 
ance policy provision making benefits condi- 
tional on disability occurring immediately, or at 
once, or within specified time of accident. 39 
A.L.R.3d 1026. 

Validity and construction of provision in ac- 
cident insurance policy limiting coverage for 
death or loss of member to death or loss occur- 
ring within specified period after accident. 39 
A.L.R.3d 1311. 

Who is “resident” or “member” of same 
“household” or “family” as named insured, 
within liability insurance provision defining 
additional insureds. 93 A.L.R.3d 420. 


56-26-107. Policy deliverable in another state. 


If any policy is issued by an insurer domiciled in this state for delivery to a 
person residing in another state, and if the official having responsibility for the 
administration of the insurance laws of such other state has advised the 
commissioner that any such policy is not subject to approval or disapproval by 
the official, the commissioner may by ruling require that the policy meet the 
standards set forth in § 56-26-106 and in §§ 56-26-108 — 56-26-114. 


History. 
Acts 1955, ch. 4, § 3; T.C.A., § 56-3307. 


56-26-108. Standard form — Required provisions. 


Except as provided in § 56-26-110, each such policy delivered or issued for 
delivery to any person in this state shall contain the provisions specified in this 
section in the substance of the words in which the same appear in this section; 
provided, that the insurer may, at its option, substitute for one (1) or more of 
the provisions corresponding provisions of different wording approved by the 
commissioner that are in each instance not less favorable in any respect to the 
insured or the beneficiary. The provisions shall be preceded individually by the 
caption appearing in this section or, at the option of the insurer, by the 
appropriate individual or group captions or subcaptions as.the commissioner 
may approve. 

(1) Entire Contract — Changes. This policy, including the endorse- 
ments and attached papers, if any, constitutes the entire contract of 
insurance. No change in this policy shall be valid until approved by an 
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executive officer of the insurer and unless the approval be endorsed hereon 
or attached hereto. No agent has authority to change this policy or to waive 
any of its provisions. 

(2) Time Limit on Certain Defenses. 

(A)G) After two (2) years from the date of issue of this policy, no 

misstatements, except fraudulent misstatements, made by the appli- 

cant in the application for this policy shall be used to void the policy or 
to deny a claim for loss incurred or disability, as defined in the policy, 
commencing after the expiration of the two-year period. 

(ii) The policy provision in subdivision (2)(A)(i) shall not be so 
construed as to affect any legal requirement for avoidance of a policy or 
denial of a claim during the initial two-year period, nor to limit the 
application of § 56-26-109(1)-(5) in the event of misstatement with 
respect to age or occupation or other insurance. 

(B) A policy which the insured has the right to continue in force subject 
to its terms by the timely payment of premium: 

(i) Until at least age fifty (50); or 

(ii) In the case of a policy issued after age forty-four (44), for at least 
five (5) years from its date of issue; 

may contain in lieu of the provision in subdivision (2)(A) the following 
provision, from which the clause in parentheses may be omitted at the 
insurer’s option, under the caption “INCONTESTABLE”: 

After this policy has been in force for a period of two (2) years during the 
lifetime of the insured (excluding any period during which the insured is 
disabled), it shall become incontestable as to the statements contained in 
the application. 

(C) No claim for loss incurred or disability, as defined in the policy, 
commencing after two (2) years from the date of issue of this policy shall 
be reduced or denied on the ground that a disease or physical condition not 
excluded from coverage by name or specific description effective on the 
date of loss had existed prior to the effective date of coverage of this policy. 
(3) Grace Period. 

(A) A grace period of (insert a number not less than 
“7” for weekly premium policies, “10” for monthly premium policies and 
“31” for all other policies) days will be granted for the payment of each 
premium falling due after the first premium, during which grace period 
the policy shall continue in force. 

(B) A policy that contains a cancellation provision may add, at the end 
of the provision in subdivision (3)(A), “subject to the right of the insurer to 
cancel in accordance with the cancellation provision hereof.” 

(C) A policy in which the insurer reserves the right to refuse any 
renewal shall have, at the beginning of the provision in subdivision (3)(A), 
“unless not less than five (5) days prior to the premium due date the 
insurer has delivered to the insured or has mailed to the insured’s last 
address as shown by the records of the insurer written notice of its 
intention not to renew this policy, beyond the period for which the 
premium has been accepted.” 
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(4) Reinstatement. 

(A) If any renewal premium is not paid within the-time granted the 
insured for payment, a subsequent acceptance of premium by the insurer 
or by any agent duly authorized by the insurer to accept the premium 
without requiring in connection therewith an application for reinstate- 
ment shall reinstate the policy; provided, that if the insurer or the agent 
requires an application for reinstatement and issues a conditional receipt 
for the premium tendered, the policy will be reinstated upon approval of 
the application by the insurer or, lacking the approval, upon the forty-fifth 
day following the date of the conditional receipt unless the insurer has 
previously notified the insured in writing of its disapproval of the 
application. The reinstated policy shall cover only loss resulting from the 
accidental injury as may be sustained after the date of reinstatement and 
loss due to the sickness as may begin more than ten (10) days after the 
date. In all other respects, the insured and the insurer shall have the same 
rights thereunder as they had under the policy immediately before the due 
date of the defaulted premium, subject to any provisions endorsed hereon 
or attached hereto in connection with the reinstatement. Any premium 
accepted in connection with a reinstatement shall be applied to a period 
for which premium has not been previously paid, but not to any period 
more than sixty (60) days prior to the date of reinstatement. 

(B) The last sentence of subdivision (4)(A) may be omitted from any 
policy that the insured has the right to continue in force, subject to its 
terms by the timely payment of premium: 

(i) Until at least fifty (50) years of age; or 

(11) In the case of a policy issued after age forty-four (44), for at least five 
(5) years from its date of issue. 

(5) Notice of Claim. 

(A) Written notice of claim must be given to the insurer within twenty 
(20) days after the occurrence or commencement of any loss covered by the 
policy, or as soon thereafter as is reasonably possible. Notice given by or on 
behalf of the insured or the beneficiary to the insurer at 
(insert the location of the office as the insurer may designate for the 
purpose), or to any authorized agent of the insurer, with information 
sufficient to identify the insured, shall be deemed notice to the insurer. 

(B) In a policy providing a loss-of-time benefit that may be payable for 
at least two (2) years, an insurer may at its option insert the following 
between the first and second sentences of subdivision (5)(A): 

“Subject to the qualifications set forth below, if the insured suffers loss 
of time on account of disability for which indemnity may be payable for 
at least two (2) years, shall, at least once in every six (6) months after 
having given notice of claim, give to the insurer notice of continuance of 
the disability, except in the event of legal incapacity. The period of six (6) 
months following any filing of proof by the insured or any payment by 
the insurer on account of the claim or any denial of liability in whole or 
in part by the insurer shall be excluded in applying this provision. Delay 
in the giving of the notice shall not impair the insured’s right to any 
indemnity that would otherwise have accrued during the period of six 
(6) months preceding the date on which the notice is actually given.” 
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(6) Claim Forms. The insurer, upon receipt of a notice of claim, will 
furnish to the claimant the forms as are usually furnished by it for filing 
proofs of loss. If the forms are not furnished within fifteen (15) days after the 
giving of the notice, the claimant shall be deemed to have complied with the 
requirements of this policy as to proof of loss upon submitting, within the 
time fixed in the policy for filing proofs of loss, written proof covering the 
occurrence, the character and the extent of the loss for which claim is made. 

(7) Proofs of Loss. Written proof of loss must be furnished to the insurer 
at its office in case of claim for loss for which this policy provides any periodic 
payment contingent upon continuing loss within ninety (90) days after the 
termination of the period for which the insurer is liable and in case of claim 
for any other loss within ninety (90) days after the date of the loss. Failure 
to furnish the proof within the time required shall not invalidate nor reduce 
any claim if it was not reasonably possible to give proof within the time; 
provided, that the proof is furnished as soon as reasonably possible and in no 
event, except in the absence of legal capacity, later than one (1) year from the 
time proof is otherwise required. 

(8) Time for Payment of Claims. Indemnities payable under this 
policy for any loss other than loss for which this policy provides any periodic 
payment will be paid immediately upon receipt of due written proof of the 
loss. Subject to due written proof of loss, all accrued indemnities for loss for 
which this policy provides periodic amounts will be paid 
(insert period for payment which must not be less frequently than monthly) 
and any balance remaining unpaid upon the termination of liability will be 
paid immediately upon receipt of due written proof. 

(9) Payment of Claims. 

(A) Indemnity for loss of life will be payable in accordance with the 
beneficiary designation and the provisions respecting the payment that 
may be prescribed herein and effective at the time of payment. If no such 
designation or provision is then effective, the indemnity shall be payable 
to the estate of the insured. Any other accrued indemnities unpaid at the 
insured’s death may, at the option of the insurer, be paid either to the 
beneficiary or to the estate. All other indemnities will be payable to the 
insured. 

(B) The following provisions, or either of them, may be included with 
the provision in subdivision (9)(A) at the option of the insurer: 

(i) “If any indemnity of this policy shall be payable to the estate of the 
insured, or to an insured or beneficiary who is a minor or otherwise not 
competent to give a valid release, the insurer may pay the indemnity, up 
to an amount not exceeding $ (insert an amount which 
shall not exceed one thousand dollars ($1,000)), to any relative by blood 
or connection by marriage of the insured or beneficiary who is deemed by 
the insurer to be equitably entitled thereto. Any payment made by the 
insurer in good faith pursuant to this provision shall fully discharge the 
insurer to the extent of the payment”; 

(ii) “Subject to any written direction of the insured in the application 
or otherwise, all or a portion of any indemnities provided by this policy 
on account of hospital, nursing, medical, or surgical services may, at the 
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insurer’s option and unless the insured requests otherwise in writing 
not later than the time of filing proof of the loss, be paid directly to the 
hospital or person rendering the services; but it is not required that the 
service be rendered by a particular hospital or person”; and 

(iii) “Subject to any written direction of the insured in the application 
or otherwise, all or a portion of any indemnities provided by this policy 
on account of the supply of medicines, drugs, medical supplies and 
equipment, and other health care supplies may, at the insurer’s option 
and unless the insured requests otherwise in writing not later than the 
time of filing proof of the loss, be paid directly to the firm or person 
rendering the services; but it is not required that the service be rendered 
by a particular firm or person. If the insured allows this procedure, the 
firm or person supplying the drugs, medicines, or supplies shall have a 
lien on that portion of the policy indemnities attributable to the drugs, 
medicines, or services.” 

(10) Physical Examinations and Autopsy. The insurer at its own 
expense shall have the right and opportunity to examine the person of the 
insured when and as often as it may reasonably require during the pendency 
of a claim hereunder and to make an autopsy in case of death where it is not 
forbidden by law. 

(11) Legal Actions. No action at law or in equity shall be brought to 
recover on this policy prior to the expiration of sixty (60) days after written 
proof of loss has been furnished in accordance with the requirements of this 
policy. No such action shall be brought after the expiration of three (3) years 
after the time written proof of loss is required to be furnished. 

(12) Change of Beneficiary. Unless the insured makes an irrevocable 
designation of beneficiary, the right to change of beneficiary is reserved to 
the insured, and the consent of the beneficiary or beneficiaries shall not be 
requisite to surrender or assignment of this policy or to any change of 
beneficiary or beneficiaries, or to any other changes in this policy. The first 
clause of this provision, relating to the irrevocable designation of beneficiary, 
may be omitted at the insurer’s option. 


Collateral References. 


History. 

Acts 1955, ch. 4, § 4; 1976, ch. 397, § 3; 
T.C.A., § 56-3308; Acts 1981, ch. 415, § 12; 
1982, ch. 744, § 1. 


Cross-References. 

Dependent children, provisions as to cover- 
age, § 56-7-2302. 

Easy to Read Life and Health Insurance 
Policy Act, title 56, ch. 7, part 16. 


Section to Section References. 

Sections 56-26-108 — 56-26-114 are referred 
to in §§ 56-26-104, 56-26-106, 56-26-107, 56- 
26-110, 56-26-115. 

This section is referred to in § 56-26-111. 


Textbooks. 
Pritchard on Wills and Administration of 
Estates (4th ed., Phillips and Robinson), § 636. 


Death during or allegedly from surgery as 
accidental or from accidental means within 
coverage of health or accident insurance policy. 
91 A.L.R.3d 1042. 

Disability insurance clause requiring notice 
of claim within specified time or as soon as 
reasonably possible, or the like. 17 A.L.R.3d 
530. 

Heart attack following exertion or exercise as 
within terms of accident provision of insurance 
policy. 1 A.L.R.4th 1319. 

Insurance term “children” as used in benefi- 
ciary clause of life insurance policy as including 
illegitimate child. 62 A.L.R.3d 1329. 

Resolution of conflicts, in non-automobile li- 
ability insurance policies, between excess or 
pro-rata “other insurance” clauses. 12 
A.L.R.4th 993. 

Suicide clause of life or accident insurance as 
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affected by incontestable clause. 37 A.L.R.38d age or exclusionary clauses of hospitalization 
337, policy. 46 A.L.R.3d 1244. 
What constitutes a “hospital” within cover- 


56-26-109. Form of permissible policy provisions. 


Except as provided in § 56-26-110, no such policy delivered or issued for 
delivery to any person in this state shall contain provisions respecting the 
matters set forth in subdivisions (1)-(11), unless the provisions are in the 
substance of the words in which the same appear in this section; provided, that 
the insurer may, at its option, use in lieu of any such provision a corresponding 
provision of different wording, approved by the commissioner, which is not less 
favorable in any respect to the insured or the beneficiary. Any such provision 
contained in the policy shall be preceded individually by the appropriate 
caption appearing in this section or, at the option of the insurer, by the 
appropriate individual or group captions or subcaptions as the commissioner 
may approve. 

(1) Change of Occupation. If the insured be injured or contract sick- 
ness after having changed occupation to one classified by the insurer as more 
hazardous than that stated in this policy or while doing for compensation 
anything pertaining to an occupation so classified, the insurer will pay only 
the portion of the indemnities provided in this policy as the premium paid 
would have purchased at the rates and within the limits fixed by the insurer 
for the more hazardous occupation. If the insured changes occupation to one 
classified by the insurer as less hazardous than that stated in this policy, the - 
insurer, upon receipt of proof of the change of occupation, will reduce the 
premium rate accordingly, and will return the excess pro rata unearned 
premium from the date of change of occupation or from the policy anniver- 
sary date immediately preceding receipt of the proof, whichever is the more 
recent. In applying this provision, the classification of occupational risk and 
the premium rates shall be such as have been last filed by the insurer prior 
to the occurrence of the loss for which the insurer is liable or prior to date of 
proof of change in occupation with the state official having supervision of 
insurance in the state where the insured resided at the time this policy was 
issued; but if the filing was not required, then the classification of occupa- 
tional risk and the premium rates shall be those last made effective by the 
insurer in that state prior to the occurrence of the loss or prior to the date of 
proof of change in occupation. 

(2) Misstatement of Age. If the age of the insured has been misstated, 
all amounts payable under this policy shall be such as the premium paid 
would have purchased at the correct age. 

(3) Other Insurance in This Insurer. If an accident or sickness or 
accident and sickness policy or policies previously issued by the insurer to 
the insured be in force concurrently herewith, making the aggregate 
indemnity for _ (insert type of coverage or coverages) in excess of $ 
(insert maximum limit of indemnity or indemnities) the excess insurance 
shall be void and all premiums paid for the excess shall be returned to the 
insured or to the insured’s estate or, in lieu thereof: 

“Insurance effective at any one time on the insured under a like policy 
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or policies in this insurer is limited to the one (1) such policy elected by the 

insured, the insured’s beneficiary or the insured’s estate, as the case may 

be, and the insurer will return all premiums paid for all other such 
policies.” 

(4) Insurance with Other Insurer. If there is other valid coverage, not 
with this insurer, providing benefits for the same loss on a provision of 
service basis or on an expense incurred basis and of which this insurer has 
not been given written notice prior to the occurrence or commencement of 
loss, the only liability under any expense incurred coverage of this policy 
shall be for the proportion of the loss as the amount that would otherwise 
have been payable hereunder, plus the total of the like amounts under all 
such other valid coverages for the same loss that this insurer had notice 
bears to the total like amounts under all valid coverages for the loss, and for 
the return of the portion of the premiums paid as shall exceed the pro rata 
portion for the amount so determined. For the purpose of applying this 
provision when other coverage is on a provision of service basis, the “like 
amount” of the other coverage shall be taken as the amount that the services 
rendered would have cost in the absence of the coverage. 

If the foregoing policy provision is included in a policy that also contains 
the next following policy provision, there shall be added to the caption of 
the foregoing provision the phrase “EXPENSE INCURRED BENEFITS.” 
The insurer may, at its option, include in this provision a definition of 
“other valid coverage,” approved as to form by the commissioner, which 
definition shall be limited in subject matter to coverage provided by 
organizations subject to regulation by insurance law or by insurance 
authorities of this or any other state of the United States or any province 
of Canada, and by hospital or medical service organizations, and to any 
other coverage, the inclusion of which may be approved by the commis- 
sioner. In the absence of the definition, the term shall not include group 
insurance, automobile medical payments insurance, or coverage provided 
by hospital or medical service organizations or by union welfare plans or 
employer or employee benefit organizations. For the purpose of applying 
the foregoing policy provision with respect to any insured, any amount of 
benefit provided for the insured pursuant to any compulsory benefit 
statute (including any workers’ compensation or employer’s liability 
statute), whether provided by a governmental agency or otherwise, shall 
in all cases be deemed to be “other valid coverage” of which the insurer has 
had notice. In applying the foregoing policy provision, no third-party 
liability coverage shall be included as “other valid coverage.” 

(5) Insurance with Other Insurers. 

(A) If there is other valid coverage, not with this insurer, providing 
benefits for the same loss on other than an expense incurred basis and of 
which this insurer has not been given written notice prior to the occur- 
rence or commencement of loss, the only liability for the benefits under 
this policy shall be for the proportion of the indemnities otherwise 
provided hereunder for the loss as the like indemnities of which the 
insurer had notice, including the indemnities under this policy, bear to the 
total amount of all like indemnities for the loss, and for the return of the 


335 ACCIDENT AND SICKNESS INSURANCE 56-26-109 


portion of the premium paid as shall exceed the pro rata portion for the 
indemnities thus determined. 

(B) If the policy provision in subdivision (5)(A) is included in a policy 
that also contains the next preceding policy provision, there shall be added 
to the caption of the foregoing provision the phrase “— OTHER BEN- 
EFITS.” The insurer may, at its option, include in this provision a 
definition of “other valid coverage,” approved as to form by the commis- 
sioner, which definition shall be limited in subject matter to coverage 
provided by organizations subject to regulation by insurance law or by 
insurance authorities of this or any other state of the United States or any 
province of Canada, and to any other coverage the inclusion of which may 
be approved by the commissioner. In the absence of the definition, the term 
shall not include group insurance, or benefits provided by union welfare 
plans or by employer or employee benefit organizations. For the purpose of 
applying the foregoing policy provision with respect to any insured, any 
amount of benefit provided for the insured pursuant to any compulsory 
benefit statute, including any workers’ compensation or employer’s liabil- 
ity statute, whether provided by a governmental agency or otherwise shall 
in all cases be deemed to be “other valid coverage” of which the insurer has 
had notice. In applying the foregoing policy provision, no third-party 
liability coverage shall be included as “other valid coverage.” 

(6) Relation of Earnings to Insurance. 

(A) If the total monthly amount of loss of time benefits promised for the 
same loss under all valid loss of time coverage upon the insured, whether 
payable on a weekly or monthly basis, exceeds the monthly earnings of the 
insured at the time disability commenced or the insured’s average 
monthly earnings for the period of two (2) years immediately preceding a 
disability for which claim is made, whichever is the greater, the insurer 
will be liable only for the proportionate amount of the benefits under this 
policy as the amount of the monthly earnings or the average monthly 
earnings of the insured bears to the total amount of monthly benefits for 
the same loss under all such coverage upon the insured at the time the 
disability commences and for the return of the part of the premiums paid 
during the two (2) years as shall exceed the pro rata amount of the 
premiums for the benefits actually paid hereunder; but this shall not 
operate to reduce the total monthly amount of benefits payable under all 
such coverage upon the insured below the sum of two hundred dollars 
($200), or the sum of the monthly benefits specified in the coverages, 
whichever is the lesser, nor shall it operate to reduce benefits other than 
those payable for loss of time. 

The policy provision in this subdivision (6)(A) may be inserted only in a 
policy that the insured has the right to continue in force, subject to its 
terms by the timely payment of premiums: 

(i) Until at least age fifty (50); or 
(ii) In the case of a policy issued after age forty-four (44), for at least 

five (5) years from its date of issue. 
The insurer may, at its option, include in this provision a definition of 
“valid loss of time coverage,” approved as to form by the commissioner, 
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which definition shall be limited in subject matter to coverage provided by 
governmental agencies or by organizations subject to regulation by insur- 
ance law or by insurance authorities of this, or any other state of the 
United States or any province of Canada, or to any other coverage, the 
inclusion of which may be approved by the commissioner, or any combi- 
nation of the coverages. In the absence of the definition, the term shall not 
include any coverage provided for the insured pursuant to any compulsory 
benefit statute, including any workers’ compensation or employer’s liabil- 
ity statute, or benefits provided by union welfare plans or by employer or 
employee benefit organization. 

(B) Overinsurance. After the loss-of-time benefit of this policy has 
been payable for ninety (90) days, the benefit will be adjusted, as provided 
below, if the total amount of unadjusted loss-of-time benefits provided in 
all valid loss-of-time coverage upon the insured should exceed (insert 
amount) percent of the insured’s earned income; provided, that if the 
information contained in the application discloses that the total amount of 
loss-of-time benefits under this policy and under all other valid loss-of- 
time coverage expected to be effective upon the insured in accordance with 
the application for this policy exceeded (insert amount) percent of the 
insured’s earned income at the time of the application, the higher 
percentage will be used in place of (insert amount) percent. The adjusted 
loss-of-time benefit under this policy for any month shall be only the 
proportion of the loss-of-time benefit otherwise payable under this policy 
as (i) the product of the insured’s earned income and (insert amount) 
percent (or, if higher, the alternative percentage described at the end of the 
first sentence of this provision) bears to (ii) the total amount of loss-of-time 
benefits payable for the month under this policy and all other valid 
loss-of-time coverage on the insured (without giving effect to the overin- 
surance provision in this or any other coverage) less in both (i) and (ii) any 
amount of loss-of-time benefits payable under other valid loss-of-time 
coverage that does not contain an overinsurance provision. In making the 
computation, all benefits and earnings shall be converted to a consistent 
linsert “weekly” if the loss-of-time benefit of this policy is payable weekly, 
“monthly” if the benefit is payable monthly, etc.] basis. If the numerator of 
the foregoing ratio is zero (0) or is negative, no such benefit shall be 
payable under this policy. In no event shall this provision operate to reduce 
the total combined amount of loss-of-time benefits for the month payable 
under this policy, and all other valid loss-of-time coverage below the lesser 
of three hundred dollars ($300), or the total combined amount of loss-of- 
time benefits determined without giving effect to any overinsurance 
provision, or operate to increase the amount of benefits payable under this 
policy above the amount that would have been paid in the absence of this 
provision, or take into account or operate to reduce any benefit other than 
the loss-of-time benefit. 

For purposes of this provision: 

(i) “Earned income,” except where otherwise specified, means the 
greater of the monthly earnings of the insured at the time disability 
commences and the insured’s average monthly earnings for a period of 
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two (2) years immediately preceding the commencement of disability, 

and shall not include any investment income or any other income not 

derived from the insured’s vocational activities. 

(ii) “Overinsurance provision” includes this provision and any other 
provision with respect to any loss-of-time coverage that may have the 
effect of reducing an insurer’s liability if the total amount of loss-of-time 
benefits under all coverage exceeds a stated relationship to the insured’s 
earnings. 

(C) The policy provision in subdivision (6)(B) may be inserted only in a 
policy that provides a loss-of-time benefit that may be payable for at least 
fifty-two (52) weeks, which is issued on the basis of selective underwriting 
of each individual application, and for which the application includes a 
question designed to elicit information necessary either to determine the 
ratio of the total loss-of-time benefits of the insured to the insured’s earned 
income or to determine that the ratio does not exceed the percentage of 
earnings, not less than sixty percent (60%) selected by the insurer and 
inserted in lieu of the blank factor above. The insurer may require, as part 
of the proof of claim, the information necessary to administer this 
provision. If the application indicates that other loss-of-time coverage is to 
be discontinued, the amount of the other coverage shall be excluded in 
computing the alternative percentage in the first sentence of the overin- 
surance provision. The policy shall include a definition of “valid loss-of- 
time coverage” approved as to form by the commissioner, which definition 
may include coverage provided by governmental agencies and by organi- 
zations subject to regulation by insurance law and by insurance authori- 
ties of this or any other state of the United States, or of any other country 
or subdivision thereof, coverage provided for the insured pursuant to any 
disability benefits statute or any workers’ compensation or employer's 
liability statute, benefits provided by labor-management trusteed plans or 
union welfare plans or by salary continuance or pension programs, and 
any other coverage, the inclusion of which may be approved by the 
commissioner. 

(D) If by application of any of the policy provisions in (6)(B) the insurer 
effects a material reduction of benefits otherwise payable under the policy, 
the insurer shall refund, for the period two (2) years preceding the 
disability for which a claim is made, any premium unearned on the policy 
by reason of the reduction of coverage, subject to the insurer’s right to 
provide in the policy that no such reduction of benefits or refund will be 
made unless the unearned premium to be so refunded amounts to five 
dollars ($5.00) or such larger sum as the insurer may so specify. 

(7) Unpaid Premium. Upon the payment of a claim under this policy, 


any premium then due and unpaid or covered by any note or written order 
may be deducted therefrom. 


(8) Cancellation. The insurer may cancel this policy at any time by 


written notice delivered to the insured, or mailed to the insured’s last 
address as shown by the records of the insurer, stating when, not less than 
five (5) days thereafter, the cancellation shall be effective; and after the 
policy has been continued beyond its original term, the insured may cancel 
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this policy at any time by written notice delivered or mailed to the insurer, 
effective upon receipt or on the later date as may be specified in the notice. 
In the event of cancellation, the insurer will return promptly the unearned 
portion of any premium paid. If the insured cancels, the earned premium 
shall be computed by the use of the short-rate table last filed with the state 
official having supervision of insurance in the state where the insured 
resided when the policy was issued. If the insurer cancels, the earned 
premium shall be computed pro rata. Cancellation shall be without prejudice 
to any claim originating prior to the effective date of cancellation. 

(9) Conformity with State Statutes. Any provision of this policy that, 
on its effective date, is in conflict with the statutes of the state in which the 
insured resides on the effective date is hereby amended to conform to the 
minimum requirements of those statutes. 

(10) Illegal Occupation. The insurer shall not be liable for any loss to 
which a contributing cause was the insured’s commission of or attempt to 
commit a felony, or to which a contributing cause was the insured’s being 
engaged in an illegal occupation. 


This section is referred to in §§ 56-26-108, 
56-26-111. 


History. 
Acts 1955, ch. 4, § 4; T.C.A., § 56-3309; Acts 
1981, ch. 415, § 13; 1998, ch. 718, § 1; 2015, ch. 


396, § 4. Collateral References. 


Compiler’s Notes. 

Acts 2015, ch. 396, § 1 provided that the act, 
which deleted (11), shall be known and may be 
cited as the “Addiction Treatment Act of 2015”. 


Cross-References. 
Easy to Read Life and Health Insurance 
Policy Act, title 56, ch. 7, part 16. 


Section to Section References. 
Sections 56-26-108 — 56-26-114 are referred 
to in §§ 56-26-104, 56-26-106, 56-26-107, 56- 


Death during or allegedly from surgery as 
accidental or from accidental means within 
coverage of health or accident insurance policy. 
91 A.L.R.3d 1042. 

Death or injury from taking illegal drugs or 
narcotics as accidental or result of accidental 
means within insurance coverage. 32 A.L.R.5th 
629. 

What constitutes a “hospital” within cover- 
age or exclusionary clauses of hospitalization 
policy. 46 A.L.R.3d 1244, 


26-110, 56-26-115. 


56-26-110. Inapplicable or inconsistent provisions. 


If any provision of §§ 56-26-108 — 56-26-114 is in whole or in part 
inapplicable to or inconsistent with the coverage provided by a particular form 
of policy, the insurer, with the approval of the commissioner, shall omit from 
the policy any inapplicable provision or part of a provision, and shall modify 
any inconsistent provision or part of the provision in such manner as to make 
the provision as contained in the policy consistent with the coverage provided 


by the policy. 
History. 
Acts 1955, ch. 4, § 4; T.C.A., § 56-3310. 


Section to Section References. 
Sections 56-26-108 — 56-26-114 are referred 


to in §§ 56-26-104, 56-26-106, 56-26-107, 56- 
26-115. 

This section is referred to in §§ 56-26-108, 
56-26-109. 


56-26-111. Sequence of policy provisions. 


The provisions that are the subject of §§ 56-26-108 and 56-26-109, or any 
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corresponding provisions that are used in lieu thereof in accordance with such 
sections, shall be printed in the consecutive order of the provisions in the 
sections or, at the option of the insurer, any such provision may appear as a 
unit in any part of the policy, with other provisions to which it may be logically 
related; provided, that the resulting policy shall not be in whole or in part 
unintelligible, uncertain, ambiguous, abstruse, or likely to mislead a person to 
whom the policy is offered, delivered, or issued. 


History. to in §§ 56-26-104, 56-26-106, 56-26-107, 56- 
Acts 1955, ch. 4, § 4; T.C.A., § 56-3311. 26-110, 56-26-115. 


Section to Section References. 
Sections 56-26-108 — 56-26-114 are referred 


56-26-112. Third-party ownership. 


“Insured,” as used in this chapter, shall not be construed as preventing a 
person other than the insured with a proper insurable interest from making 
application for, and owning a policy covering the insured, or from being entitled 
under such a policy to any indemnities, benefits and rights provided in the 
policy. 


History. to in §§ 56-26-104, 56-26-106, 56-26-107, 56- 
Acts 1955, ch. 4, § 4; T.C.A., § 56-3312. 26-110, 56-26-115. 


Section to Section References. 
Sections 56-26-108 — 56-26-114 are referred 


56-26-113. Requirements of other jurisdictions. 


(a) Any policy of a foreign or alien insurer, when delivered or issued for 
delivery to any person in this state, may contain any provision that is not less 
favorable to the insured or the beneficiary than the provisions of this chapter 
and that is prescribed or required by the law of the state under which the 
insurer is organized. 

(b) Any policy of a domestic insurer may, when issued for delivery in any 
other state or country, contain any provision permitted or required by the laws 
of the other state or country. 


History. to in §§ 56-26-104, 56-26-106, 56-26-107, 56- 
Acts 1955, ch. 4, § 4; T.C.A., § 56-3313. 26-110, 56-26-115. 


Section to Section References. 
Sections 56-26-108 — 56-26-114 are referred 


56-26-114. Filing procedure. 


The commissioner may make reasonable rules and regulations concerning 
the procedure for the filing or submission of policies subject to this chapter as 
are necessary, proper or advisable to the administration of this chapter. This 
section shall not abridge any other authority granted the commissioner by law. 


History. Section to Section References. 
Acts 1955, ch. 4, § 4; T.C.A., § 56-3314. Sections 56-26-108 — 56-26-114 are referred 
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to in §§ 56-26-104, 56-26-106, 56-26-107, 56- 
26-110, 56-26-115. 


56-26-115. Policy provisions not specifically covered. 


No policy provision that is not subject to §§ 56-26-108 — 56-26-114 shall 
make a policy or any portion thereof less favorable in any respect to the insured 
or the beneficiary than the provisions that are subject to this chapter. 


History. 
Acts 1955, ch. 4, § 5; T.C.A., § 56-3315. 


56-26-116. Effect of nonconforming policies. 


(a) A policy delivered or issued for delivery to any person in this state in 
violation of this chapter shall be held valid but shall be construed as provided 
in this chapter. 

(b) When any provision in a policy subject to this chapter is in conflict with 
any provision of this chapter, the rights, duties and obligations of the insurer, 
the insured and the beneficiary shall be governed by this chapter. 


History. 
Acts 1955, ch. 4, § 5; T.C.A., § 56-3316. 


56-26-117. Application as part of policy — Copy on request. 


The insured shall not be bound by any statement made in an application for 
a policy unless a copy of such application is attached to or endorsed on the 
policy when issued as part of the policy. If any such policy delivered or issued 
for delivery to any person in this state is reinstated or renewed, and the 
insured or the beneficiary or assignee of the policy makes written request to 
the insurer for a copy of the application, if any, for the reinstatement or 
renewal, the insurer shall within fifteen (15) days after the receipt of the 
request at its home office or any branch office of the insurer, deliver or mail to 
the person making the request a copy of the application. If the copy is not so 
delivered or mailed, the insurer shall be precluded from introducing the 
application as evidence in any action or proceeding based upon or involving the 
policy or its reinstatement or renewal. 


History. 
Acts 1955, ch. 4, § 6; T.C.A., § 56-3317. 


56-26-118. Alteration of application. 


No alteration of any written application for any such policy shall be made by 
any person other than the applicant without the applicant’s written consent, 
except that insertions may be made by the insurer, for administrative purposes 
only, in such manner as to indicate clearly that the insertions are not to be 
ascribed to the applicant. 


History. 
Acts 1955, ch. 4, § 6; T.C.A., § 56-3318. 
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56-26-119. False statements in application. 


The falsity of any statement in the application for any policy covered by this 
chapter may not bar the right to recovery thereunder unless the false 
statement materially affected either the acceptance of the risk or hazard 
assumed by the insurer and then not if the agent taking the application knew 


of the falsity. 


History. 
mete 1955, ch. 4, § 6: 1963, ch. 159, 9° 1; 
T.C.A., § 56-3319. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 110. 


NOTES TO DECISIONS 


Analysis 


. In General. 
. Knowledge of Agent. 
. —Question of Fact. 


. In General. 

Both this section and § 56-7-103 can apply 
simultaneously and jointly in cases involving 
“Accident And Sickness Insurance” where a 
defense of misrepresentation or false statement 
is alleged. McDaniel v. Physicians Mut. Ins. 
Co., 621 S.W.2d 391, 1981 Tenn. LEXIS 479 
(Tenn. 1981). 


2. Knowledge of Agent. 
When the issue as to whether or not the 


= WhNre 


Collateral References. 

Materiality and effect of false statement by 
insurance applicant as to previous insurance 
cancellations or rejections. 66 A.L.R.3d 749. 


agent taking the application knew of the false 
statement is formulated by the evidence and 
decided in favor of the policyholder, the issues 
of intent to deceive and of the effect of a false 
statement upon the risk of loss are rendered 
moot. McDaniel v. Physicians Mut. Ins. Co., 621 
S.W.2d 391, 1981 Tenn. LEXIS 479 (Tenn. 
1981). 


3. —Question of Fact. 

The issue as to whether or not the agent 
taking the application knew of the false state- 
ment is one of fact to be decided by the trier of 
fact. McDaniel v. Physicians Mut. Ins. Co., 621 
S.W.2d 391, 1981 Tenn. LEXIS 479 (Tenn. 
1981). 


Misstatement by insured, later withdrawn or 
corrected, as breach of co-operation clause. 13 
A.L.R.4th 837. 


56-26-120. Acts not constituting waiver of defenses. 


The acknowledgment by any insurer of the receipt of notice given under any 
policy covered by this chapter, the furnishing of forms for filing proofs of loss, 
the acceptance of the proofs or the investigation of any claim thereunder, shall 
not operate as a waiver of any of the rights of the insurer in defense of any 
claim arising under the policy. 


History. 
Acts 1955, ch. 4, § 7; T.C.A., § 56-3320. 


56-26-121. Acceptance of premiums after expiration of policy — Mis- 
statement of age. 


If any such policy contains a provision establishing, as an age limit or 
otherwise, a date after which the coverage provided by the policy will not be 
effective, and if the date falls within a period for which premium is accepted by 
the insurer or if the insurer accepts a premium after the date, the coverage 
provided by the policy will continue in force subject to any right of cancellation 
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until the end of the period for which premium has been accepted. In the event 
the age of the insured has been misstated and if, according to the correct age 
of the insured, the coverage provided by the policy would not have become 
effective, or would have ceased prior to the acceptance of the premium or 
premiums, then the liability of the insurer shall be limited to the refund, upon 
request, of all premiums paid for the period not covered by the policy. 


History. 
Acts 1955, ch. 4, § 8; T.C.A., § 56-3321. 


56-26-122. Policies exempt. 


(a) Except as provided in subsection (b), nothing in this chapter applies to, 
or shall affect: 
(1) Any policy of workers’ compensation insurance or any policy of liability 
insurance with or without supplementary expense coverage in such policy; 
(2) Any policy or contract of reinsurance; 
(3) Any blanket or group insurance policy; or 
(4) Life insurance or annuity contracts, or contracts supplemental 
thereto, that contain only the provisions relating to accident and sickness 
insurance as: 
(A) Provide additional benefits in case of death or dismemberment or 
loss of sight by accident; or 
(B) Operate to safeguard the contracts against lapse, or to give a special 
surrender value or special benefit or an annuity in the event that the 
insured or annuitant shall become totally and permanently disabled, as 
defined by the contract. 
(b) Sections 56-26-101 — 56-26-103 and 56-26-105 apply to any blanket or 
group insurance policy. 


History. 
Acts 1955, ch. 4, § 9; 1976, ch. 397, § 4; 
T.C.A., § 56-3322. 


56-26-123. Violation — Forfeiture — Revocation of license. 


(a) Any person, partnership or corporation willfully violating any provision 
of this chapter or order of the commissioner made in accordance with this 
chapter shall forfeit to this state a sum not to exceed one thousand dollars 
($1,000) for each violation, which may be recovered by a civil action. 

(b) The commissioner may also suspend or revoke the license of an insurer 
or agent for any willful violation. 


History. Section to Section References. 
Acts 1955, ch. 4, § 10; T.C.A., § 56-3323. This section is referred to in § 56-26-128. 


56-26-124. Accident and sickness insurance — Patients in tax sup- 
ported institutions not to be excluded. 


No policy of sickness and accident insurance delivered or issued for delivery 
to any person in this state on or after January 1, 1975, including both 
individual policies and group policies, shall exclude covered benefits because 
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the insured is a patient hospitalized in a tax supported institution of this state 
or any county or municipality; provided, that the institution charges patients 
for the same services in the absence of insurance. 


History. 
Acts 1959, ch. 38, § 1; 1967, ch. 23, § 1; 1974, 
ch. 426, § 1; T.C.A., § 56-3324. 


NOTES TO DECISIONS 


1. Statute Supersedes Policy. Ins. Co. v. Cagle, 57 Tenn. App. 507, 420 S.W.2d 
Statute becomes part of policy and overrides 591, 1967 Tenn. App. LEXIS 241 (Tenn. Ct. 

and supersedes anything in the policy repug- App. 1967). 

nant to its provisions. Hermitage Health & Life 


Coliateral References. age or exclusionary clauses of hospitalization 
What constitutes a “hospital” within cover- policy. 46 A.L.R.3d 1244. 


56-26-125. Insurer’s right of cancellation to be stated on face of policy. 


No policy of accident, sickness or hospital insurance that is cancellable by 
the insurer shall be delivered or issued for delivery to any person in this state 
unless the policy shall show conspicuously on the face thereof the words 
“POLICY CANCELLABLE BY COMPANY,” or similar wording which, in the 


opinion of the commissioner, has substantially the same meaning and effect. 


History. Section to Section References. 
Acts 1970, ch. 455, § 1; 1976, ch. 397, § 5; This section is referred to in §§ 56-26-127, 
T.C.A., § 56-3325. 56-26-128. 


56-26-126. Insurer’s option to renew to be stated on face of policy. 


No policy of accident, sickness or hospital insurance in which the insurer 
reserves the right to refuse renewal thereof shall be delivered or issued for 
delivery to any person in this state unless the policy shall show conspicuously 
on the face thereof the words, “RENEWABLE AT OPTION OF COMPANY,” or 
similar wording which, in the opinion of the commissioner, has substantially 
the same meaning and effect. 


History. Section to Section References. 
Acts 1970, ch. 455, § 2; 1976, ch. 397, § 6; This section is referred to in §§ 56-26-127, 
T.C.A., § 56-3326. 56-26-128. 


56-26-127. Group or franchise policies excluded. 


Sections 56-26-125 and 56-26-126 do not apply to such policies issued on a 
group or franchise basis. 


History. 
Acts 1970, ch. 455, § 3; T.C.A., § 56-3327. 


56-26-128. Violations — Penalty. 


Any person, firm, partnership or corporation willfully violating any provi- 
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sion of § 56-26-125 or § 56-26-126 shall be liable for the civil ee provided 
in § 56-26-1238. 


History. 
Acts 1970, ch. 455, § 4; T.C.A., § 56-3328. 


56-26-129. Ten-day free look on health insurance. 


Every individual accident and health policy or contract shall have printed 
thereon or attached thereto a notice stating in substance that the person to 
whom the policy or contract is issued shall be permitted to return it within ten 
(10) days of its delivery to the purchaser and to have the premium paid by the 
purchaser refunded if, after examination of the policy or contract, the pur- 
chaser is not satisfied with it for any reason. If a policyholder or purchaser 
pursuant to the notice returns the policy or contract to the company at its home 
office or to the agent through whom it was purchased, it shall be void from the 
beginning and the parties shall be in the same position as if no policy or 
contract had been issued. 


History. 
Acts 1976, ch. 397, § 7; T.C.A., § 56-3329. 


56-26-130, 56-26-131. [Transferred.] 


Compiler’s Notes. 1992, ch. 984, § 1, effective upon the 1994 
Former §§ 56-26-130 and 56-26-131, con- replacement of the bound volume. See the par- 


cerning school insurance policies, were trans- allel reference table following § 56-7-2301. 
ferred to §§ 56-7-2323 and 56-7-2324 by Acts 


56-26-132. Health care insurance advice for senior citizens. 


The commissioner shall cause to be prepared a booklet, the subject of which 
shall be health insurance advice for senior citizens. The purpose of this booklet 
shall be to help senior citizens in deciding whether or not to purchase health 
insurance to supplement medicare coverage. 


History. 
Acts 1979, ch. 326, § 1; T.C.A., § 56-3334. 


56-26-133. Effect of sole proprietor or partner’s election against cov- 
erage under Workers’ Compensation Law. 


(a) This chapter shall not be interpreted or construed to deny coverage of 
any sole proprietor or partner under any individual or group accident and 
sickness policy such person may have in effect, in cases where the sole 
proprietor or partner has elected not to be covered by the Workers’ Compen- 
sation Law, compiled in title 50, chapter 6, for injuries sustained by the person 
that would have been covered by the Workers’ Compensation Law, had the sole 
proprietor or partner elected to come within the provisions of the Workers’ 
Compensation Law, as provided in § 50-6-102. 

(b) Nothing in this section shall require coverage of occupational injuries or 
sicknesses, if such are not covered under the terms of the policy without 
reference to eligibility for workers’ compensation benefits. 
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History. 
Acts 1981, ch. 239, § 2. 


56-26-134. No coverage for abortion services in health plans required 
to be established under federal health care reform plans. 


No health care plan required to be established in this state through an 
exchange pursuant to federal health care reform legislation enacted by the 
111th Congress shall offer coverage for abortion services. For purposes of this 


section, “abortion” has the same meaning as defined in § 39-15-201. 


History. 
Acts 2010, ch. 879, § 1. 


Attorney General Opinions. 

The provisions of SB 2686/HB 2681 (Acts 
2010, ch. 879) do not apply to forms of birth 
control that may result in the expulsion of a 


uterine lining. However, on a case-by-case ba- 
sis, administration of an abortifacient such as 
mifepristone could constitute an “abortion” as 
defined under T.C.A. § 39-15-201(a)(1) if it 
were used after implantation of an embryo in 
the uterine lining. OAG 10-54, 2010 Tenn. AG 
LEXIS 54 (4/19/10). 


fertilized egg before it is implanted in the 


PART 2 
GROUP POLICIES 


56-26-201. Part definitions. 


As used in this part: 

(1) “Employees” includes the officers, managers and employees of the 
employer, the individual proprietor or partner if the employer is an indi- 
vidual proprietor or partnership, the officers, managers and employees of 
subsidiary or affiliated corporations, and the individual proprietors, part- 
ners and employees of individuals and firms, if the business of the employer 
and the individual or firm is under common control through stock ownership, 
contract, or otherwise. “Employees” may include retired employees. A policy 
issued to insure employees of a public body may provide that “employees” 
include elected or appointed officials. The policy may provide that “employ- 
ees” include the trustees or their employees, or both, if their duties are 
principally connected with the trusteeship of the policy; and 

(2) “Group accident and health insurance” means that form of accident 
and health insurance covering groups of persons as defined in the policy, 
with or without one (1) or more members of their families or one (1) or more 
of their dependents, or covering one (1) or more members of the families or 
one (1) or more dependents, under a policy issued to an employer or trustees 
of a fund established by an employer, or to an association, a labor union or 
the trustees of a fund established by a labor union or an association, or the 
trustees of a fund established by two (2) or more employers in the same or 
related industry, or by one (1) or more labor unions or by one (1) or more 
employers and one (1) or more labor unions, or to a creditor or vendor in 
connection with a credit transaction (except for insurance regulated by or 
provided for in § 56-7-901), who shall be deemed the policyholder, insuring 
employees of the employer for the benefit of persons other than the employer, 
or insuring members or employees of the association or labor union for the 
benefit of persons other than officers of the association or labor union, or 
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insuring employees of the employers or members of the unions, for the 
benefit of persons other than the employers or the unions, or insuring the 
debtors of the creditor or vendor to reduce the unpaid indebtedness of the 
debtor or vendee to the extent of payment of the benefits under the policy 
(except for insurance regulated by or provided for in § 56-7-901). 


History. Section to Section References. 
Acts 1976, ch. 397, § 7; 1978, ch. 514, § 1; This part is referred to in § 56-7-2208. 
T.C.A., § 56-3330; Acts 1980, ch. 784, § 1. This section is referred to in § 56-7-133. 


56-26-202. Filing and approval of policies — Required provisions. 


(a) Except as otherwise required by § 56-26-102, no policy of group accident 
and sickness insurance shall be delivered or issued for delivery in this state, 
unless the policy form and rates have been filed with and approved by the 
commissioner; provided, that in the case of experience-rated group insurance, 
premium rates and classifications of risk need not be filed, but shall be 
maintained by the insurance company and made available for review by the 
commissioner upon the commissioner’s request; nor shall any such policy, 
endorsement, rider or application be issued until the earlier of the expiration 
of thirty (30) days after the form or rates have been filed or the commissioner 
giving the commissioner’s written approval. The commissioner is authorized to 
promulgate rules necessary to implement the standards set out in this 
subsection (a). 

(b) The policy must contain, in substance, the following provisions: 

(1) A provision that the policy, the application of the employer, or 
executive officer or trustee of any association or labor union, and the 
individual applications, if any, of the employees, members or employees of 
members insured shall constitute the entire contract between the parties, 
and that all statements made in the applications shall, in the absence of 
fraud, be deemed representations and not warranties, and that no such 
statement shall be used in defense of a claim under the policy unless it is 
contained in a written application; 

(2) Aprovision that the insurer will issue to the policyholder for delivering 
to the persons insured under the policy, an individual certificate setting forth 
the benefits and the exceptions thereunder and referring to the master policy 
under which the coverage is provided; and 

(3) A provision that to the group or class thereof originally insured there 
shall be added from time to time all persons becoming newly eligible for and 
applying for insurance in the group or class. 


History. of coverage contained in master group policy 
Acts 1976, ch. 397, § 7; 1978, ch. 514, § 2; but not in literature given individual insureds. 
T.C.A., § 56-3331; Acts 2011, ch. 344, § 14. 6 A.L.R.4th 835. 


Collateral References. 
Binding effects of limitations on or exclusions 


56-26-203. Benefits entitlement when husband and wife covered as 
employees of same employer — Family members. 


When a husband and wife are both employed by the same employer, and both 
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have enrolled themselves and their eligible family members under their 
employer’s group accident and health insurance policy issued in this state after 
April 2, 1981, each spouse may claim on the person’s own behalf, or on behalf 
of the person’s enrolled dependents, the combined maximum contractual 
benefits to which an employee is entitled under the terms of the group policy, 
not to exceed in the aggregate one hundred percent (100%) of the expenses 
incurred. 


History. 
Acts 1981, ch. 92, § 1. 


56-26-204. Pooling of liabilities to self-insurer. 


(a)(1) Two (2) or more member employers of the same trade or professional 
organization with at least five hundred (500) covered lives may enter into an 
agreement to pool their labilities under this chapter for the purpose of 
qualifying as self-insurers. The trade or professional association shall have 
been in active existence in Tennessee for at least five (5) years and the 
association shall: 

(A) Have a constitution or bylaws; 

(B) Have members that support the association by regular payment of 
dues on an annual, semi-annual, quarterly or monthly basis; and 

(C) Be created in good faith for a purpose other than that of creating 
accident and sickness self-insurer pools. 

(2)(A) Ten (10) or more employers of the same nonprofit business coalition 
for health, organized in Tennessee, may enter into an agreement with the 
coalition to pool their liabilities under this chapter for the purpose of 
qualifying as self-insurers. The business coalition shall: 
(i) Have a charter or bylaws; 
(ii) Have members who support the organization by regular payment 
of dues on an annual, semiannual, quarterly or monthly basis; 
(iii) Be created in good faith for a purpose other than that of creating 
accident and sickness self-insurer pools; and 
(iv) Otherwise comply with the requirements of a “bona fide associa- 

tion” as defined in § 56-7-2802. 

(B) A nonprofit business coalition for health shall not qualify as a 
self-insurer under this subdivision (a)(2) until the department of com- 
merce and insurance has promulgated the rules authorized by subsection 
(b). 

(b) The commissioner of commerce and insurance has the authority to 
promulgate rules and regulations in accordance with the Uniform Administra- 
tive Procedures Act, compiled in title 4, chapter 5, as deemed necessary to 
provide for the solvency, administration, examination, and enforcement of the 
pooling agreements. To the extent deemed necessary by the commissioner, 
each employer member of the approved group shall be classified as a self- 
insurer as otherwise provided in this chapter. 

(c) Pools created under this section shall be subject to taxation under 
chapter 4 of this title, filing and approval under this chapter, and laws for 
protection of policyholders under chapter 7 of this title. 
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(d) Notwithstanding any law to the contrary, a pool created under this 
section by an association of private, not-for-profit educational-institutions, the 
association having been in existence for twenty-five (25) years or more, shall be 
exempt from taxation under chapter 4, part 2 of this title. 


History. Acts 2001, ch. 164, § 2, provided that noth- 
Acts 2000, ch. 681, §§ 1, 2; 2001, ch.164,§ 1; ing in subdivision (a)(2) shall allow nonprofit 
2007, ch. 159, § 1; 2007, ch. 496, § 1. business coalitions for health to pool their li- 


Compilers Notes abilities for the purposes of qualifying as self- 


Acts 2000, ch. 681, § 3 provided that imple- insurers for dental or workers’ compensation 
mentation of § 56-26-204 shall be subject tothe ‘SUrance. 


funding being provided in the General Appro- Geetion to Section References. 


priations Act. Funding was provided in Acts This section is referred to in 8 Be-1-2008) 
2000, ch. 994. 


PART 3 
COST REPORTING 


56-26-301. Part definitions. 


As used in this part, unless the context otherwise requires: 

(1) “Administrator” means any person, company, corporation, partner- 
ship, association or legal entity collecting charges or premiums from, or 
adjusting or settling claims on, residents of this state in connection with 
health insurance coverage; 

(2) “Charge data” means information and figures concerning the dollar 
amount billed by hospitals to patients on account of care, services, goods, 
accommodations, facilities and equipment furnished by or in a hospital; 
provided, that “charge data” only includes categorical information and 
figures and does not include information and figures concerning individual 
patients; 

(3) “Commissioner” means the commissioner of commerce and insurance; 

(4) “Hospital” means any institution, place, building or agency as defined 
by § 68-11-201 and subject to §§ 68-11-201 — 68-11-219; 

(5) “Insurer” means any person authorized to transact the business of 
insurance under this title; and 

(6) “Major purchasers” means persons who have health insurance cover- 
age and who consist of one hundred (100) employees or more under a group 
plan of insurance; or any experience rated group regardless of size. 


History. 
Acts 1980, ch. 876, § 1. 


56-26-302. Furnishing of charge data required. 


(a) Insurers and administrators shall provide charge data by hospital and 
by diagnostic category when requested by major purchasers. 

(b) Charge data shall be provided under rules and regulations promulgated 
under § 56-26-305. 
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History. 


Acts 1980, ch. 876, § 2. 
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Section to Section References. 
This section is referred to in § 56-26-3083. 


56-26-303. Requirement subject to available cost data. 


The requirements to furnish charge data pursuant to § 56-26-302 are 
subject to the cost data being reasonably available as determined by the 
commissioner. 


History. 


Acts 1980, ch. 876, § 3. 


56-26-304. Immunity from civil liability. 


Any person furnishing charge data pursuant to the requirements of this part 
shall be immune from any civil liability or damages claimed by any person by 
reason of actions in compliance with this part. 


History. 


Acts 1980, ch. 876, § 4. 


56-26-305. Powers of commissioner. 


The commissioner has the power and authority to enforce this part, 
including the power to promulgate reasonable rules and regulations, includ- 
ing, but not limited to: 

(1) Diagnostic categories that will be used; 

(2) Information that major purchasers may receive; 

(3) Fees that major purchasers may reasonably be charged for data 
requests; 

(4) Conditions under which data may be deemed to be reasonably 
available; 

(5) Information that must be reported and in what format or form; and 

(6) Any other matter necessary to implement this part. 


History. 


Acts 1980, ch. 876, § 5. 


Section 


56-27-101. 
56-27-102. 
56-27-103. 
56-27-104. 
56-27-105. 


56-27-106. 
56-27-107. 
56-27-108. 


56-27-109. 
56-27-110. 
56-27-111. 


Section to Section References. 
This section is referred to in § 56-26-302. 


CHAPTER 27 
MEDICAL SERVICE PLAN LAW, 1945 


Short title. 

Chapter definitions. 

Formation of nonprofit medical service plan corporation. 

Articles of incorporation and amendments — Approval by commissioner. 

Board of directors — Number — Qualifications — Nomination — Election — Compen- 
sation. 

Right to establish or operate plan — Unlawful acts. 

Scope and extent of medical service. 

Right to become participating physician — Method of diagnosis and treatment 
unrestricted — Private physician-patient relationship. 

Agreements with physicians. 

License required. 

Application for license — Form — Accompanying documents — Filing fee. 


56-27-101 


Section 


56-27-112. 
56-27-113. 
56-27-114. 
56-27-115. 
56-27-116. 
56-27-117. 
56-27-118. 
56-27-119. 
56-27-120. 
56-27-121. 
56-27-122. 


56-27-123. 
56-27-124. 
56-27-125. 


56-27-126. 
56-27-127, 
56-27-128. 


56-27-129. 
56-27-130. 
56-27-1381. 
56-27-132. 
56-27-133. 
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Prerequisites for issuance of license. 

Investment of funds. 

Administrative expenses. 

Purchase of liability insurance authorized. 

Records to be maintained. 

Annual statement — Form — Filing fee. 

Examination — Rehabilitation or liquidation. 

Fees and taxes. 

Renewals of licenses — Agents’ certificates of authority. 

Orders and regulations — Rates. 

Suspension or cancellation of licenses — Withdrawal of approval of documents — 
Amendment of certificate of authority — Revocation and amendment of certificate, 
order, authority or consent. 

Revocation of license for violation of this chapter. 

Review of order of commissioner — Writ of certiorari. 

Subscription contract — Duration — Renewal — Termination — Forfeiture of 
membership — Deferment of inception coverage. 

Subscription contract and certificate — Requirements —- Terms and conditions. 

Printed portions of subscription certificate. 

Subscriptions to provide medical care for needy — Governmental or private contribu- 
tions authorized. 

Settlement of dispute or controversy by commissioner — Review of decision. 

Mailing list of physicians and surgeons to subscribers. 

Construction of chapter. 

Laws relating to practice of medicine and surgery or other insurance not affected. 

Sterilization insurance provision. 


56-27-101. Short title. 


This chapter shall be known and may be cited as the “Medical Service Plan 
Law, 1945.” 


History. 


This chapter is referred to in §§ 8-27-4038, 


Acts 1945, ch. 113, § 28; C. Supp. 1950, 
§ 4186.17 (Williams, § 4186.45); T.C.A. (orig. 
ed.), § 56-2901. 


Cross-References. 


Bills concerning health coverage —- Impact © 


notes and statements, § 3-2-111. 


Section to Section References. 

Chapters 26-31 are referred toin § 56-1-501. 

Chapters 27-32 are referred to in § 56-7- 
2003. 

Chapters 26-29 are referred to in § 56-7- 
2404. 

Chapters 27-29 are referred to in §§ 49-2- 
209, 56-7-2402, 56-7-2405. 


56-27-102. Chapter definitions. 


8-27-502, 8-27-602, 56-30-107, 56-31-106, 56- 
46-201. 


Collateral References. 

Coverage and exclusions under hospital or 
medical service (Blue Cross-Blue Shield) con- 
tracts. 81 A.L.R.2d 927, 94 A.L.R.3d 990. 

Persons actually in the employ of the policy- 
holder, construction of provision in health or 
accident policy. 64 A.L.R.38d 1178. 

Tax exemption of Blue Cross, Blue Shield, or 
other hospital or medical service corporation. 
88 A.L.R.2d 1414. 


As used in this chapter, unless the context otherwise requires: 
(1) “Beneficiary” means a person designated in the subscription certificate 
referred to in subdivision (9), as entitled to the medical services referred to 


in subdivision (9); 


(2) “Commissioner” means the commissioner of commerce and insurance; 

(3) “Covered dependent” is the spouse, an adult dependent or child of a 
subscriber who is named in the subscription certificate issued to the 
subscriber, and with respect to whom appropriate premium is specified in 
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the certificate; 

(4) “Medical service plan” means a plan or arrangement under which 
medical services are or may be rendered to a subscriber, a covered dependent 
or other beneficiary by a licensed physician and surgeon at the expense of a 
medical service plan corporation or other person, in consideration of peri- 
odical prepayments made by the subscriber or another in the subscriber’s 
behalf prior to the occurrence of the condition calling for the rendition of 
medical or surgical services; 

(5) “Medical service plan corporation” means a corporation organized 
without capital stock and not for profit, and incorporated in accordance with 
§ 56-27-1083, specifically for the purpose of establishing, maintaining and 
operating a nonprofit medical service plan; 

(6) “Medical services” means the general and usual services and care 
rendered and administered by doctors of medicine. “Medical services” does 
not include hospital services; 

(7) “Participating physician” means a doctor of medicine licensed to 
practice medicine and surgery in this state under title 63, chapter 6, who 
agrees in writing with a medical service plan corporation to perform the 
medical services specified in the subscription certificates issued by the 
corporation, and at the rates of compensation as shall be determined by the 
board of directors of the corporation, and who agrees to abide by the bylaws, 
rules and regulations of the corporation applicable to participating 
physicians; 

(8) “Person” includes a natural person, a copartnership, an association, a 
common-law trust or a corporation; and 

(9) “Subscriber” means a person to whom a subscription certificate is 
issued by a medical service plan corporation that sets forth the beneficiaries 
and the kinds and extent of the medical services for which the corporation is 
liable to make payment. 


History. § 4186.18; impl. am. Acts 1971, ch. 137, § 2; 
Acts 1945, ch. 1138, § 1; C. Supp. 1950,  T.C.A. (orig. ed.), § 56-2902. 


56-27-103. Formation of nonprofit medical service plan corporation. 


Nine (9) natural persons of full age and of either sex, all of whom are 
residents of this state and citizens of the United States, and at least a majority 
of whom are doctors of medicine licensed to practice medicine and surgery in 
this state, may form, under the laws of this state relating to benevolent 
corporations, so far as these laws are applicable and are not inconsistent with 
this chapter, a nonprofit medical service plan corporation for the purpose of 
establishing and operating a medical service plan or plans. The corporation 
shall be subject to regulation and supervision by the commissioner and is 
expressly made subject to the applicable insurance laws of this code. 


History. Section to Section References. 
Acts 1945, "ch." 113, § 3; C. Supp. 1950, This section is referred to in § 56-27-102. 
§ 4186.20; T.C.A. (orig. ed.), § 56-2903. 
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56-27-104. Articles of incorporation and amendments — Approval by 
commissioner. “Ay? 


The articles of incorporation of the corporation and amendments to the 
articles shall be submitted to the commissioner, and shall be subject to the 
commissioner’s approval, which shall be endorsed on the articles or the 
amendments before they are filed with the secretary of state; provided, that if 
the articles of incorporation of the corporation have been filed with the 
secretary of state prior to February 27, 1945, the approval of the articles by the 
commissioner shall be evidenced by a separate instrument in writing filed with 
the secretary of state. 


History. trative Procedures Act (Toxey H. Sewell), 6 
Acts 1945, ch. 113, § 5; C. Supp. 1950, Mem. St. U.L. Rev. 253. 
§ 4186.22; T.C.A. (orig. ed.), § 56-2904. 


Law Reviews. 
Judicial Review and the Uniform Adminis- 


56-27-105. Board of directors — Number — Qualifications — Nomina- 
tion — Election — Compensation. 


A medical service plan corporation shall consist of a board of directors and of 
members, grouped in reasonable classes as the bylaws of the corporation as 
approved by the commissioner shall provide. The business of the corporation 
shall be managed by a board of directors of nine (9) persons possessing the 
same general qualifications as the incorporators, and selected by the members 
in the manner set out in the bylaws, for three-year terms. Five (5) members of 
the board shall be licensed doctors of medicine, nominated by the medical 
societies having territorial jurisdiction in the county in which the corporation 
has authority to operate, and the other four (4) members shall be representa- 
tives of the subscribers in the areas involved, and shall be nominated by the 
members of the corporation, and all nine (9) members of the board shall be 
elected by the members of the corporation as provided in this section. Directors 
or board members shall serve without pay for their work in this capacity, but 
may receive payment for particular services actually rendered, such as legal 
counsel, medical or surgical service, accounting or other required services, 
upon specific approval of the board of directors, the approval being made a part 
of the minutes of the board of directors. 


History. 
Acts 1945, ch. 113, § 4; C. Supp. 1950, 
§ 4186.21; T.C.A. (orig. ed.), § 56-2905. 


56-27-106. Right to establish or operate plan — Unlawful acts. 


It is unlawful for any person except a medical service plan corporation, 
incorporated in accordance with this chapter, and operating in accordance with 
this chapter, and operating in accordance with authority from the commis- 
sioner or an insurance company properly qualified in this state to write 
accident, health or disability insurance, to establish, maintain, or operate a 
medical service plan, or to solicit subscribers to or enter into contracts with 
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respect to a medical service plan. This prohibition, however, shall not be 
construed as preventing a person from furnishing medical services for the 
prevention of diseases among the person’s employees or from furnishing the 
medical services as are required under the Workers’ Compensation Law, 
compiled in title 50, chapter 6, and related legislation when the employee is not 
charged for the services. 


History. 
Acts 1945, ch. 118, § 2; C. Supp. 1950, 
§ 4186.19; T.C.A. (orig. ed.), § 56-2906. 


56-27-107. Scope and extent of medical service. 


A medical service plan corporation shall be authorized to provide either or 
both general and special medical and surgical care benefits, including service 
that may be necessarily incident to medical care. The extent and scope of a 
medical service plan shall be clearly shown in the subscription contract, and 
may be limited only as clearly shown in the contract, and as approved by the 
commissioner. 


History. policy providing for payment of medical ex- 
Acts 1945, ch. 113, § 5; C. Supp. 1950, penses incurred within fixed period of time 
§ 4186.22; T.C.A. (orig. ed.), § 56-2907. from date of injury? 65 A.L.R.5th 649. 


Collateral References. 
When is medical expense “incurred” under 


56-27-108. Right to become participating physician — Method of diag- 
nosis and treatment unrestricted — Private physician- 
patient relationship. 


(a) Every doctor of medicine licensed to practice in this state under title 63, 
chapter 6, and who is reputable and in good standing, has the right to become 
a participating physician in the medical service plan corporation operating in 
the county in which the doctor resides or practices, for general or special 
medical care, as the case may be, under the terms and conditions that are 
imposed on other participating physicians under similar circumstances, or as 
prescribed in this chapter and approved by the commissioner. A medical service 
plan corporation shall impose no restrictions on the doctors of medicine who 
treat its subscribers as to methods of diagnosis or treatment. The private 
physician-patient relationship shall be maintained, and a subscriber shall at 
all times have free choice of any doctor of medicine who is a participating 
physician in the corporation and who agrees to accept a particular beneficiary 
as a patient. 

(b) It is the purpose of this section to make it clear that the creation of the 
relationship of patient and physician depends on the mutual assent of both 
parties. Contracts issued by the corporation to the subscribers shall not 
constitute individually or jointly obligations of the participating physician or 
physicians servicing the plan. 
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History. Section to Section References. 
Acts 1945, ch. 118, § 6; C. Supp. 1950, This section is referred to in § 56-27-109. 
§ 4186.23; T.C.A. (orig. ed.), § 56-2908. 


56-27-109. Agreements with physicians. 


A medical service plan corporation may enter into agreements with physi- 
cians qualified as set out in § 56-27-108, under which the physicians become 
participating physicians of a plan operated by the corporation, and may make 
to the physicians payments that have accrued to them by reason of services 
performed under the plan and on behalf of the corporation by them. Payment 
for medical services shall be made only to a participating physician unless 
otherwise provided for in this chapter, except that the corporation, in the case 
of emergency services rendered to a subscriber, may reimburse any doctor of 
medicine who would be eligible to become a participating physician except for 
residence or state by which licensed, in accordance with the rates adopted by 
the board of directors with respect to participating physicians. A medical 
service plan corporation may enter into contracts for the payment of medical 
services to the subscribers or members of similar medical service plan 
corporations of other states subject to the supervision of other states, and shall 
have the right to reimburse any other medical service plan corporation or 
physicians of another state or other counties of this state in which the 
corporation does not transact business for services rendered to its subscribers 
or beneficiaries named in the certificates issued to the subscribers at the same 
rate paid participating physicians under the certificate of the subscriber. The 
contracts between the medical service plan corporation and physicians shall be 
subject to the supervision of and the approval of the commissioner. 


History. § 4186.30 (Williams, § 4186.31); T.C.A. (orig. 
Acts 1945, ch. 113, § 14; C. Supp. 1950, ed.), § 56-2909. 


56-27-110. License required. 


A corporation subject to this chapter may issue contracts only when the 
commissioner has by formal license authorized it to do so. 


History. 
Acts 1945, ch. 113, § 7; C. Supp. 1950, 
§ 4186.24; T.C.A. (orig. ed.), § 56-2910. 


56-27-111. Application for license — Form — Accompanying docu- 
ments — Filing fee. 


Application for the license shall be made on forms approved by the commis- 
sioner, containing information the commissioner deems necessary. Every 
application for the license shall be accompanied by copies of the following 
documents: 

(1) A certified copy of its charter or certificate of incorporation; 

(2) A copy of its bylaws, certified by the lawful custodian of the original; 

(3) Proposed contract between the corporation and the participating 
physicians showing terms under which medical service is to be furnished to 
subscribers; 
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(4) Subscription contracts to be issued to subscribers showing a table of 
the rates to be charged and the benefits to which they are entitled, showing 
benefits expressed in service rather than in dollars; however, with equitable 
arrangements to protect the interests of subscribers when it becomes 
impossible for the services to be provided. The contracts should make clear 
that the responsibility for service to subscribers rests with the corporation, 
and not with the participating physicians; 

(5) A statement of the county or counties in which it proposes to operate 
medical service plans; 

(6) A statement of its financial condition and business in such form and 
detail as the commissioner may require, including the amounts of contribu- 
tions paid for working capital and the name or names of each contributor, 
and the terms of the contribution, signed and sworn to by its president and 
secretary, or other proper officers, and shall pay for the filing of the 
statement the sum of thirty dollars ($30.00). Contributions not paid, but 
agreed to be paid, may be reported as a separate item, but shall not be 
admitted as assets of the corporation; 

(7) A copy of its proposed prospectus and advertising material to be used 
in the solicitation of contracts; and 

(8) Proof satisfactory to the commissioner that in the county or counties in 
which the corporation proposes to operate, fifty-one percent (51%) or more of 
the resident doctors of medicine have agreed to render the medical services 
for which the corporation agrees to pay. 


History. 
Acts 1945, ch. 113, § 7; C. Supp. 1950, 
§ 4186.24; T.C.A. (orig. ed.), § 56-2911. 


56-27-112. Prerequisites for issuance of license. 


The commissioner shall issue a license upon compliance with this chapter, 
and other proper requirements of the commissioner, and upon being satisfied 
that: 

(1) All items required to be filed are in proper form, as required by this 
chapter, and meet the approval of the commissioner; 

(2) The applicant is established as a bona fide medical service plan 
corporation, and the service rendered by the corporation is not an unneces- 
sary duplication of similar services in the community served, and is 
desirable for public necessity and convenience, and a fair opportunity has 
been given to all practicing physicians of standing in the area to be served to 
become participating physicians; 

(3) The solicitations of contracts by the corporation and its conditions or 
methods of operation are fair and reasonable; 

(4) The rates charged are fair, reasonable, adequate and not unfairly 
discriminatory, and the benefits to be provided are fair, reasonable and not 
unfairly discriminatory. The rates may differ between subscribers in recog- 
nized groups and subscribers not in groups, all subject to the review and 
approval or disapproval of the commissioner as provided in §§ 56-26-102 
and 56-26-202 and any rules promulgated under that section. Sections 
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56-26-102 and 56-26-202 and related rules shall apply to all medical service 
plans in the same manner as to accident and sickness policies subject to 
§§ 56-26-102 and 56-26-202; 

(5) The amount of money actually available for working capital is suffi- 
cient to carry all acquisition costs and operating expenses for a period of at 
least six (6) months from the date of the issuance of the certificate, or two 
thousand five hundred dollars ($2,500), whichever amount is larger; 

(6) The amount provided as working capital shall only be provided by 
individuals or groups who have no financial interest in the activities of the 
medical service corporations, or by the participating physicians. Interest 
charged for the capital, if any, shall not exceed six percent (6%), and payment 
of interest, if any, and repayment of the working capital, shall be permitted 
only after provision has been adequately made for operating expenses, 
payments to participating physicians and the establishment of legal reserves 
and other reserves as may be required by the commissioner; 

(7) The service corporation shall maintain at all times proper reserves, 
subject to the approval of the commissioner, for unearned subscription fees 
and unearned premiums, and for unpaid medical service bills, including 
provision for unreported and undischarged medical cases and other known 
liabilities. In addition, a contingency or epidemic reserve shall be accumu- 
lated annually at the rate of not less than two and one half percent (2.5%) of 
net premium income. When the contingency or epidemic reserves equal 
seventy-five thousand dollars ($75,000) or fifty-five percent (55%) of the 
annual premium income, whichever is higher, further accumulations may be 
discontinued for any length of time that they are not required to meet the 
requirements of this subdivision (7); 

(8) In the county or counties or areas in which a corporation proposes to 
operate, fifty-one percent (51%) or more of the resident doctors of medicine 
have agreed to render the medical services for which the corporation agrees 
to pay; and 

(9) A provision has been made in the subscription contract authorizing 
medical service other than participating physicians, in which case money 
benefits shall be provided as specified in the subscription contract, and 
approved as fair by the commissioner. The certificate of authority issued by 
the commissioner to operate a medical service plan or plans will be limited 
by the commissioner to the contracts and practices approved by the commis- 
sioner, and may be further limited to the county or counties or areas that the 
commissioner deems in the public interest. 


History. § 4186.24; T.C.A. (orig. ed.), § 56-2912; Acts 
Acts 1945, ch. 1138, § 7; C. Supp. 1950, 2011, ch. 344, § 13. 


56-27-113. Investment of funds. 


The funds of the medical service corporations subject to this chapter shall be 
invested only in securities permitted by the laws of this state for the 
investment of assets of life insurance companies. 


History. § 4186.32 (Williams, § 4186.33); T.C.A. (orig. 
Acts 1945, ch. 118, § 16; C. Supp. 1950, ed.), § 56-2913. 
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Cross-References. 
Securities life insurance companies may in- 
vest in, §§ 56-3-303, 56-3-304. 


56-27-114. Administrative expenses. 


(a) All acquisition and administrative expenses incurred in connection with 
the medical service corporation shall at all times be limited after the second 
year of operation to not exceed twenty-five percent (25%) of the total net 
premium income of the corporation. The expenses, during the first year, shall 
be limited to thirty-five percent (35%), and during the second year, the 
expenses shall be limited to thirty percent (30%). All acquisition and admin- 
istrative expenses incurred shall be subject to the approval of the commis- 
sioner. 

(b) “Administrative expenses,” as used in this section, includes all expendi- 
tures except payments for subscribers’ claims. 

(c) Claim service expense shall be separately classified and included in 
administrative expense, unless otherwise ordered by the commissioner. No 
such corporation shall disburse as administrative expenses during any one (1) 
year a sum greater than the percentage limited by this section of payments 
received from subscribers during that calendar year. 


History. § 4186.31 (Williams, § 4186.32); T.C.A. (orig. 
Acts 1945, ch. 113, § 15; C. Supp. 1950, ed.), § 56-2914. 


56-27-115. Purchase of liability insurance authorized. 


A medical service plan corporation is authorized to purchase a contract of 
insurance protecting the corporation or any officer or employee of the corpo- 
ration, or any physician from liability for injuries resulting from negligence, 
misfeasance, malfeasance, nonfeasance or health care liability on the part of 
any officer or employee of the corporation, or on the part of any physician in the 
course of rendering medical services to beneficiaries. 


History. § 4186.38 (Williams, § 4186.39); T.C.A. (orig. 
Acts 1945, ch. 113, § 22; C. Supp. 1950, ed.), § 56-2915; Acts 2012, ch. 798, § 23. 


56-27-116. Records to be maintained. 


The medical service corporation shall maintain adequate financial and 
statistical records in reasonable uniformity with accounting plans and statis- 
tical requirements of the annual statement blank required by the commis- 
sioner. 


History. § 4186.26 (Williams, § 4186.27); T.C.A. (orig. 
Acts 1945, ch. 113, § 10; C. Supp. 1950, ed.), § 56-2916. 


56-27-117. Annual statement — Form — Filing fee. 


The service corporation shall annually, on or before March 1, file in the office 
of the department a statement of its operations for the calendar year, and 
showing financial condition as of December 31, then next preceding, in the 
form and content the commissioner shall prescribe, signed and sworn to by its 
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president and secretary, or other proper officers, and shall pay for the filing of 
the statement the sum of fifty dollars ($50.00). . 


History. Section to Section References. 
Acts 41945, choy 1137.8 LUC “Supp. 1950; This section is referred to in §§ 56-27-123, 
§ 4186.33 (Williams, § 4186.34); impl. am.  56-30-123, 56-46-201. 
Acts 1971, ch. 187, § 1; Acts 1979, ch. 298, § 6; 
T.C.A. (orig. ed.), § 56-2917. 


56-27-118. Examination — Rehabilitation or liquidation. 


The commissioner has the same authority to examine the service corporation 
as is granted to the commissioner for the examination of life, accident and 
health insurance companies, and has the same authority for the correction, 
rehabilitation or liquidation of the service corporation as is now provided by 
law for life, health and accident companies. 


History. Powers and privileges of examiner, § 56-1- 
Acts 1945.) eh. Tis) $ 9:°C." Supp. 195075" 401: 

§ 4186.25 (Williams, § 4186.26); T.C.A. (orig. Rehabilitation and liquidation of insurance 

ed.), § 56-2918. companies, title 56, ch. 9. 


Cross-References. 
Frequency of examinations, §§ 56-1-408, 56- 
1-409. 


56-27-119. Fees and taxes. 


Every medical service corporation, or its agents, subject to this chapter, is 
subject to the fees and taxes as prescribed for life, health and accident 
insurance companies and agents of the companies doing business in this state. 
It is not the purpose of this chapter to discriminate in favor of the medical 
service corporations. 


History. Cross-References. 

Acts 1945, ch. 118, § 19; C. Supp. 1950, Tax on gross premiums, § 56-4-205. 
§ 4186.35 (Williams, § 4186.36); T.C.A. (orig. 
ed.), § 56-2919. 


56-27-120. Renewals of licenses — Agents’ certificates of authority. 


All licenses authorizing medical service plan corporations to transact busi- 
ness in this state shall be renewable on April 1 of each year, subject to the 
approval of the commissioner. Every medical! service corporation licensed to do 
business in this state under this chapter shall obtain from the commissioner a 
certificate of authority for every agent writing or soliciting medical service plan 
contracts for the medical service corporation in this state, and the certificate 
shall be renewable January 1 of each year, subject to applicable sections of the 
insurance laws, including the revenue law of this state for ordinary life, health 
and accident insurance agents. 


History. § 4186.40 (Williams, § 4186.41); T.C.A. (orig. 
Acts 1945, ch. 113, § 24; C. Supp. 1950, ed.), § 56-2920. 
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§6-27-121. Orders and regulations — Rates. 


After the issuance of a certificate of authority, the commissioner shall have 
authority to issue orders or to publish regulations that may be necessary for 
the proper enforcement of this chapter, and as the commissioner deems are in 
the public interest. The published regulations of the commissioner will have 
the effect of statute, and shall include in particular powers of regulating the 
form of subscription contracts and required and prohibited provisions in the 
contracts, and all other matters needing further definition or clarification and 
coming within the requirements of this chapter. The commissioner has the 
authority to regulate rates as required by statute now in force or hereinafter 
adopted by the general assembly, as provided for by the regulation of casualty 
rates or as approved by the commissioner by proper legal regulation. 


History. 
Acts 1945, ch. 113, § 8; C. Supp. 1950, 
§ 4186.25; T.C.A. (orig. ed.), § 56-2921. 


56-27-122. Suspension or cancellation of licenses — Withdrawal of 
approval of documents — Amendment of certificate of 
authority — Revocation and amendment of certificate, 
order, authority or consent. 


(a) The commissioner has the authority to suspend or cancel the license of 
any medical service corporation or any agent of the corporation for violation of 
this chapter or of the insurance laws that may apply that are not in conflict 
with this chapter, after proper legal notice and opportunity of hearing, and 
subject to judicial review. The commissioner has the authority, after the 
issuance of a certificate of authority, to withdraw approval that the commis- 
sioner may have previously granted of any document required to be filed with 
the department under any section of this chapter. Such authority includes the 
right to require a medical service plan corporation to solicit in a manner 
required by agents’ licensing laws, and to fulfill contracts approved by the 
commissioner, to utilize soliciting methods provided by this chapter, or by other 
insurance laws, including the agents’ licensing law applying to casualty 
companies, or to operate in a county or counties or area different from those on 
which the certificate of authority was based, and to comply with other orders 
and regulations of the commissioner or requirements of this chapter; provided, 
that the contracts and practices are in compliance with this chapter and are 
not violative of other laws of this state. The authorization shall be deemed to 
be an amendment to the original certificate of authority. 

(b) The commissioner has the power and authority to revoke and amend, 
after reasonable notice and hearing, any certificate, order, authority or consent 
made by the commissioner to a medical service plan corporation, and may also 
cancel or suspend the authority of the corporation to transact business in any 
particular county or counties or area if the commissioner finds that less than 
fifty-one percent (51%) of the eligible licensed doctors of medicine practicing in 
that county are participating physicians. 
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History. 
Acts 1945, ch. 113, § 8; C. Supp. 1950, 
§ 4186.25; T.C.A. (orig. ed.), § 56-2922. 


56-27-123. Revocation of license for violation of this chapter. 


(a) A medical service plan corporation that neglects to make and file its 
annual statement in the form and within the time provided by § 56-27-117, or 
neglects to reply in writing to the inquiries of the commissioner and within a 
reasonable time as may be specified by the commissioner, or who otherwise 
violates this chapter, shall be subject to revocation of license after proper notice 
and right of hearing. 

(b) Any agent or solicitor who violates this chapter or any written order or 
official regulation of the commissioner or any other insurance law, particularly 
the agents’ licensing law set forth in chapter 6 of this title, shall be subject to 
revocation of the person’s license after due notice and right of hearing. 


History. Section to Section References. 
Acts 1945, ch. 113, § 18; C. Supp. 1950, This section is referred to in §§ 56-27-117, 
§ 4186.34 (Williams, § 4186.35); impl. am.  56-30-123, 56-46-201. 
Acts 1975, ch. 68, § 12; T.C.A. (orig. ed.), § 56- 
2923. 


56-27-124. Review of order of commissioner — Writ of certiorari. 


A review of any order made by the commissioner pursuant to this chapter 
may be had in the circuit court of Davidson County, upon a writ of certiorari. 
Application for the writ shall be made within thirty (30) days after the making 
of the order by the commissioner. 


History. trative Procedures Act (Toxey H. Sewell), 6 
Acts 1945, ch. 113, § 3; C. Supp. 1950, Mem. St. U.L. Rev. 253. 
§ 4186.20; T.C.A. (orig. ed.), § 56-2924. 


Law Reviews. 
Judicial Review and the Uniform Adminis- 


56-27-125. Subscription contract — Duration — Renewal — Termina- 
tion — Forfeiture of membership — Deferment of incep- 
tion coverage. 


Every subscription contract made by a medical service plan corporation shall 
provide for the payment of medical services for a period of twelve (12) months 
from the date of issue of the subscription certificate. The contract may provide 
that it shall be subject to renewal from year to year unless there has been one 
(1) month’s prior written notice of termination by the medical service plan 
corporation. A subscriber shall forfeit membership upon failure to renew the 
subscriber’s contract, or upon the subscriber’s voluntary resignation. During 
the first contract year, the contract may provide that the inception coverage 
may be deferred for not more than two (2) months from date of issue of the 
contract, and may exclude treatment for illness existing at the inception of the 
contract. 
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History. § 4186.27 (Williams, § 4186.28); T.C.A. (orig. 
Acts 1945, ch. 113, § 11; C. Supp. 1950, ed.), § 56-2925. 


56-27-126. Subscription contract and certificate — Requirements — 
Terms and conditions. 


Every contract entered into by a medical service plan corporation and a 
subscriber shall be in writing, and a certificate stating the terms and 
conditions of the contract shall be furnished the subscriber. No such subscrip- 
tion certificate shall be issued unless it contains the following provisions, and 
any other applicable provisions that may be required by this chapter or other 
applicable laws of this state: 

(1) A statement of the amounts payable to the corporation by the sub- 
scribers and the times at which and manner in which the amounts shall be 
paid; 

(2) Astatement of the nature of the medical services to be paid for and the 
period during which the certificate is effective; and if there are any types of 
medical services to be excepted with the approval of the commissioner, a 
detailed statement of the exceptions printed as specified in this section; 

(3) A statement of the terms or conditions, if any, upon which the 
certificate may be cancelled or otherwise terminated at the option of either 
party; 

(4) A statement that the subscription and certificate constitute the 
contract between the corporation and the subscriber, and include the 
endorsements thereon and attached papers, if any, and contain the entire 
contract; 

(5) A statement that no statement by the subscriber in the subscriber’s 
application for a certificate shall void the contract or be used in any legal 
proceeding under the contract, unless the application or an exact copy of the 
application is included in or attached to the certificate, and that no agent or 
representative of the corporation, other than an officer or officers designated 
in the certificate, is authorized to change the contract or waive any of its 
provisions; 

(6) A statement that if the subscriber defaults in making any payment 
under the certificate, the subsequent acceptance of a payment by the 
corporation or by one (1) of its duly authorized agents shall reinstate the 
certificate, but with respect to sickness and injury may cover only such 
sickness as may be first manifested more than a specified number of days, 
not exceeding ten (10) days, after the date of the acceptance; 

(7) Astatement of the period of grace that will be allowed a subscriber for 
making any payment due under the contract. The period shall not be less 
than ten (10) days during the first contract year, and thereafter shall be one 
(1) month, not less than thirty (30) days; 

(8) A statement authorizing medical service by physicians other than 
participating physicians in cases of emergency or when consented to by the 
medical service corporation, or when the subscriber requires medical ser- 
vices outside the county or counties or area served by the medical service 
plan corporation, in which case money benefits shall be provided as optional 
and as specified in the subscriber’s contract and approved as fair by the 
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commissioner. Otherwise, a statement that indemnity in the form of cash 
will not be paid to any subscriber except in reimbursements paid by the 
subscriber to a physician and for which the corporation was liable at the time 
of the payment; and 

(9) Any other statements that may be required by published regulations 
of the commissioner. 


History. Section to Section References. 

Acts 1945, ch. 1138, § 12; C. Supp. 1950, This section is referred to in § 56-27-127. 
§ 4186.28 (Williams, § 4186.29); T.C.A. (orig: 
ed.), § 56-2926. 


56-27-127. Printed portions of subscription certificate. 


In the subscription certificate referred to in § 56-27-126: 

(1) All printed portions shall be plainly printed in type of which the face 
is not smaller than ten (10) point; 

(2) There shall be a brief description of the subscription certificate on its 
first page and on its filing back in type of which the face is not smaller than 
fourteen (14) point. The description shall not be broader than the coverage 
granted in the contract; 

(3) The exceptions of the contract shall appear with the same prominence 
in the certificate as the benefits to which they apply, and reference to the 
exceptions by a paragraph section shall be specifically made in the insuring 
clause; 

(4) Ifthe contract contains any provisions purporting to make any portion 
of the articles of incorporation or of the bylaws of the corporation a part of 
the contract, the portion shall be set forth in full in the subscription 
certificate; and 

All in a manner and in compliance with published regulations of the commis- 
sioner. 


History. § 4186.29 (Williams, § 4186.30); T.C.A. (orig. 
Acts 1945, ch. 113, § 18; C. Supp. 1950, ed.), § 56-2927. 


56-27-128. Subscriptions to provide medical care for needy — Govern- 
mental or private contributions authorized. 


A medical service plan corporation may, in its discretion, receive and accept 
from governmental or private agencies or from other persons as defined in this 
chapter, payments covering all or part of the costs of subscriptions to provide 
medical care for needy and other individuals. However, all contracts for 
medical care shall be between the medical service plan corporation and the 
person to receive the care. 


History. § 4186.37 (Williams, § 4186.38); T.C.A. (orig. 
Acts 1945, ch. 118, § 21; C. Supp. 1950, ed.), § 56-2928. 


56-27-129. Settlement of dispute or controversy by commissioner — 
Review of decision. ! 


Any dispute or controversy arising between a medical service plan corpora- 
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tion and any participating physician or any physician desiring to become a 
participating physician, or any subscriber, or any other person whose subscrip- 
tion certificate has been cancelled, or to whom the corporation has refused to 
issue a certificate, may, within thirty (30) days after the dispute or controversy 
arises, be appealed by the person allegedly aggrieved to the commissioner, or 
a person or persons designated by the commissioner. After proper notice and 
hearing, the commissioner shall render a decision, which shall be binding on 
any medical service plan corporation or agent of the corporation, subject to 
judicial review. 


History. § 4186.42 (Williams, § 4186.43); T.C.A. (orig. 
Acts 1945, ch. 113, § 26; C. Supp. 1950, ed.), § 56-2929. 


56-27-130. Mailing list of physicians and surgeons to subscribers. 


Every medical service plan corporation shall mail annually to each sub- 
scriber a list of the names and addresses of all of the physicians and surgeons 
in the county of the subscriber’s residence, who have agreements with the 
corporation to act as participating physicians. 


History. § 4186.36 (Williams, § 4186.37); T.C.A. (orig. 
Acts 1945, ch. 118, § 20; C. Supp. 1950, ed.), § 56-2930. 


56-27-131. Construction of chapter. 


This chapter is not to be construed as prohibiting any insurance company 
properly qualified in this state to write accident, health or disability insurance 
from making available any plan of medical service that may be approved by the 
commissioner under existing statutes or within the authority granted in this 
chapter, in the same manner and in the same means as granted to benevolent 
associations. 


History. Cross-References. 

Acts 1945, ch. 113, § 25; mod. C. Supp. 1950, Reimbursable services within scope of prac- 
§ 4186.41 (Williams, § 4186.42); T.C.A. (orig. tice of chiropractor, discrimination prohibited, 
ed.), § 56-2931. § 56-7-2404. 


56-27-132. Laws relating to practice of medicine and surgery or other 
insurance not affected. 


Nothing in this chapter shall be construed so as to modify, vary or repeal any 
law now in force relating to the practice of medicine and surgery, or the 
regulation of ordinary life, accident, and health or casualty insurance, except 
only as the law is inconsistent with this chapter. 


History. § 4186.39 (Williams, § 4186.40); T.C.A. (orig. 
Acts 1945, ch. 113, § 23; C. Supp. 1950,  ed.), § 56-2932. 


56-27-133. Sterilization insurance provision. 


(a) Any law to the contrary notwithstanding, no contract of insurance that 
provides coverage for sterilization operations or procedures may be entered 
into or renewed on or after July 1, 1971, if the contract imposes any disclaimer, 
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restriction on, or limitation of coverage with respect to the insured’s reason for 
sterilization. All contracts entered into or renewed on or after July 1, 1971, 
shall be construed to be in compliance with this section, and any provision in 
any contract that is in conflict with this section shall be of no force or effect. 

(b) If any contract of insurance entered into prior to July 1, 1971, provides 
coverage for a sterilization operation or procedure, that part of the insurance 
contract covering the sterilization operation or procedure shall not be cancelled 
by the insurer unless the cancellation coincides with cancellation of the entire 
policy. 


History. 
Acts 1971, ch. 400, § 3; T.C.A., § 56-2933. 


Cross-References. 
Sterilization provisions in insurance policies, 
§ 56-7-2501. 


CHAPTER 28 
HOSPITAL SERVICE CORPORATIONS 


Section 

56-28-101. Application of chapter. 

56-28-102. Articles of incorporation and amendments — Approval by commissioner. 

56-28-103. Board of directors — Composition — Compensation. 

56-28-104. License required. 

56-28-105. Application for license — Form — Accompanying documents — Filing fee — Unpaid 
contributions reported as separate item. 

56-28-106. Issuance of license — Prerequisites. 

56-28-107. Working capital. 

56-28-108. Acquisition and administrative expenses. 

56-28-109. Reserves. 

56-28-110. Investments. 

56-28-111. Annual statement. 

56-28-112. Financial and statistical records. 

56-28-113. Examination — Rehabilitation or liquidation. 

56-28-114. Contracts for service to subscribers — Rates. 

56-28-115. Publication of regulations regulating subscribers’ contracts. 

56-28-116. Renewal of licenses — Certificates of authority for agents. 

56-28-117. Fees and taxes. 

56-28-118. Construction of chapter. 


56-28-101. Application of chapter. 


Any corporation organized not for profit under the general welfare corpora- 
tion laws of the state for the purpose of establishing, maintaining and 
operating a nonprofit hospital service corporation, whereby hospital service 
may be provided by a hospital or group of hospitals with which the corporation 
has a contract for the purpose, to such of the public as become subscribers to 
the corporation under a contract that entitles each subscriber to certain 
hospital care, shall be governed by this chapter. 


History. Section to Section References. 
Acts 1945, ch. 98, § 1; C. Supp. 1950, Chapters 27-32 are referred to in § 56-7- 
§ 4186.1; T.C.A. (orig. ed.), § 56-3001. 2003. 
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Chapters 26-31 are referred to in § 56-1-501. 

Chapters 26-29 are referred to in § 56-7- 
2404. 

Chapters 27-29 are referred to in §§ 49-2- 
209, 56-7-2402, 56-7-2405. 

This chapter is referred to in §§ 8-27-4038, 
56-2-122, 56-7-2302, 56-7-2353, 56-29-103, 56- 


HOSPITAL SERVICE CORPORATIONS 


56-28-104 


medical service (Blue Cross-Blue Shield) con- 
tracts. 81 A.L.R.2d 927, 94 A.L.R.3d 990. 
Persons actually in the employ of the policy- 
holder, construction of provision in health or 
accident policy. 64 A.L.R.3d 1178. 
Tax exemption of Blue Cross-Blue Shield, or 
other hospital or medical service corporation. 


30-107, 56-31-106, 56-46-201. 88 A.L.R.2d 1414. 


Collateral References. 
Coverage and exclusions under hospital or 


56-28-102. Articles of incorporation and amendments — Approval by 
commissioner. 


The articles of incorporation of the corporation and amendments to the 
articles shall be submitted to the department of commerce and insurance. The 
approval of the articles and amendments by the commissioner of commerce 
and insurance shall be endorsed on the articles and amendments before the 
articles and amendments are filed with the secretary of state; provided, that if 
the articles of incorporation of the corporation have been filed with the 
secretary of state prior to February 24, 1945, the approval of the articles by the 
commissioner shall be evidenced by a separate instrument in writing, filed 
with the secretary of state. 


History. 
Acts 1945, ch. 98, § 2; C. Supp. 1950, 


§ 4186.2; impl. am. Acts 1971, ch. 137, §§ 1, 2; 
T.C.A. (orig. ed.), § 56-3002. 


56-28-103. Board of directors — Composition — Compensation. 


(a) The directors of the corporation shall at all times be composed of the 
following groups in equal numbers: 

(1) Administrators or trustees of hospitals that have contracted with the 
corporation to render hospital service to the subscribers; 

(2) Physicians, exclusive of group one (1); and 

(3) The general public, exclusive of groups one (1) and two (2). 

(b) Directors or board members should serve without pay for their work in 
this capacity; provided, that they may receive payment for particular services 
actually rendered, such as legal counsel, medical service, accounting or other 
required services, upon specific approval of the board of directors, the approval 
being made a part of the minutes of the board. 


History. 
Acts 1945, ch. 98, § 2; C. Supp. 1950, 
§ 4186.2; T.C.A. (orig. ed.), § 56-3003. 


56-28-104. License required. 


A corporation, subject to this chapter, may issue contracts only when the 
department has, by formal license, authorized the corporation to do so. 


§ 4186.4; impl. am. Acts 1971, ch. 137, § 1; 
T.C.A. (orig. ed.), § 56-3004. 


History. 
Acts 1945, ch. 98, § 4; C. Supp. 1950, 
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56-28-105. Application for license — Form — Accompanying docu- 
ments — Filing fee — Unpaid contributions reported as 
separate item. 


Application for the license shall be made on forms approved by the commis- 
sioner, containing the information the commissioner deems necessary. Each 
application for the license shall be accompanied by copies of the following 
documents: 

(1) Certificate of incorporation; 

(2) Bylaws; 

(3) Proposed contracts between the corporation and participating hospital 
or hospitals showing terms under which hospital service is to be furnished to 
subscribers; 

(4) Contracts to be issued to subscribers showing a table of the rates to be 
charged and the benefits to which they are entitled, showing benefits 
expressed in service rather than in dollars; however, with equitable arrange- 
ments to protect the interests of subscribers when it becomes impossible for 
the service to be provided. The contracts should make clear that the ultimate 
responsibility for service to subscribers rests with the member hospital or 
hospitals; and 

(5) A statement of its financial condition and business in such form and 
detail as the commissioner may require, including the amounts of contribu- 
tion paid for working capital, and the name or names of each contributor and 
the terms of the contribution, signed and sworn to by the president and 
secretary or other proper officers, and shall pay for the filing of the statement 
the sum of thirty dollars ($30.00). Contributions not paid, but agreed to be 
paid, may be reported as a separate item, but shall not be admitted as assets 
of the corporation. 


History. 
Acts 1945, ch. 98, § 4; C. Supp. 1950, 
§ 4186.4; T.C.A. (orig. ed.), § 56-3005. 


56-28-106. Issuance of license — Prerequisites. 


The commissioner shall issue a license upon compliance with this chapter 
and other proper requirements of the commissioner, and upon being satisfied 
that: 

(1) The applicant is established as a bona fide nonprofit hospital service 
corporation and the service rendered by the corporation is not an unneces- 
sary duplication of similar service in the community served, and is desirable 
for public necessity and convenience, and hospital contracts have been 
obtained, if possible, in the finding of the commissioner, with hospitals 
representing a majority of the bed capacity in the area where members are 
enrolled, and a fair opportunity has been given to all institutions of standing 
in the area,to be served, to become member hospitals; 

(2) A provision has been made in the subscriber’s contract authorizing 
hospital service in hospitals other than participating hospitals, in which case 
money benefits shall be provided as specified in subscriber’s contract and 
approved as fair by the commissioner; 
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(3) Member hospitals of a hospital service plan agree to render service 
benefits of the plan of which it is a member at the agreed payment schedule 
to all subscribers; and 

(4) The rates charged and benefits to be provided are to be fair, reasonable 
and not unfairly discriminatory. Rates may differ between subscribers in 
recognized groups and subscribers not in groups, all subject as above to the 
review and approval or disapproval of the commissioner as provided in 
§§ 56-26-102 and 56-26-202 and any rules promulgated under that section. 
Sections 56-26-102 and 56-26-202 and related rules shall apply to all 
hospital service plans in the same manner as to accident and sickness 
policies subject to §§ 56-26-102 and 56-26-202. 


History. § 4186.5; T.C.A. (orig. ed.), § 56-3006; Acts 
Acts; 1945, ch.: 98) § 5; C. Supp... 1950, | ',2011; ch. 344; §.15. 


56-28-107. Working capital. 


The amount provided as working capital shall only be provided by individu- 
als or groups who have no financial interest in the activities of the hospital 
service corporations, or by the member hospitals. Interest charged for the 
capital, if any, shall not exceed six percent (6%), and payment of interest, if any, 
and repayment of the working capital shall be permitted only after provision 
has been adequately made for the operating expenses, payments to member 
hospitals, and the establishment of legal reserves and the other reserves as 
may be required by the commissioner. The amount of money actually available 
for working capital shall be sufficient to carry all acquisition costs and 
operating expense for a period of at least three (3) months from the date of the 
issuance of the certificate. 


History. 
Acts 1945, ch. 98, § 7; C. Supp. 1950, 
§ 4186.7; T.C.A. (orig. ed.), § 56-3007. 


56-28-108. Acquisition and administrative expenses. 


All acquisition and administrative expenses in connection with the hospital 
service corporation shall at all times be limited after the first year of operation 
so as not to exceed twenty-five percent (25%) of the total net premium income 
of the corporation. All acquisition and administrative expenses shall be subject 
to the approval of the commissioner. 


History. 
Acts 1945, ch. 98, § 12; C. Supp. 1950, 
§ 4186.12; T:C.A. (orig. ed.), § 56-3008. 


56-28-109. Reserves. 


The service corporation shall maintain at all times proper reserves subject to 
the approval of the commissioner for unearned subscription fees and unearned 
premiums and for unpaid hospital bills, including provision for unreported and 
undischarged hospital cases, and other known liabilities. In addition, a 
contingency or epidemic reserve shall be accumulated annually at the rate of 
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not less than two and one half percent (2.5%) of net premium income. When the 
contingency or epidemic reserve equals seventy-five thousand dollars 
($75,000), or fifty-five percent (55%) of the annual premium income, whichever 
is higher, further accumulations may be discontinued for any length of time 
that they are not needed to meet the requirement of this section. 


History. 
Acts 1945, ch. 98, § 9; C. Supp. 1950, 
§ 4186.9; T.C.A. (orig. ed.), § 56-3009. 


56-28-110. Investments. 


The funds of the service corporation, subject to this chapter, shall be invested 
only in securities permitted by the law of this state for the investment of assets 
of life insurance companies. 


History. Cross-References. 
Acts 1945, ch. 98, § 138; C. Supp. 1950, Authorized investments for life insurance 
§ 4186.13; T.C.A. (orig. ed.), § 56-3010. companies, §§ 56-3-303, 56-3-304. 


56-28-111. Annual statement. 


The service corporation shall annually, on or before March 1, file in the office 
of the department a statement of its operations for the calendar year and 
showing financial condition as of December 31 then next preceding, in such 
form and content as the commissioner shall prescribe, signed and sworn to by 
its president and secretary, or other proper officers, and shall pay for the filing 
of the statement the sum of fifty dollars ($50.00). 


History. Section to Section References. 
Acts 1945, ch. 98, § 8; C. Supp. 1950, This section is referred to in §§ 56-2-305, 
§ 4186.8; impl. am. Acts 1971, ch. 187, § 1; 56-46-201. 
Acts 1979, ch. 298, § 7; T.C.A. (orig. ed.), § 56- 
3011. 


56-28-112. Financial and statistical records. 


The service corporation shall maintain adequate financial and statistical 
records in reasonable uniformity with accounting plans and statistical require- 
ments of the annual statement blank required by the commissioner. 


History. 
Acts 1945, ch. 98, § 10; C. Supp. 1950, 
§ 4186.10; T.C.A. (orig. ed.), § 56-3012. 


56-28-113. Examination — Rehabilitation or liquidation. 


The commissioner has the same authority to examine the service corpora- 
tions as is granted the commissioner for the examination of life, accident and 
health insurance companies, and has the same authority for the correction, 
rehabilitation or liquidation of the service corporations as is now provided by 
law for life, accident and health companies. 
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History. Powers and privileges of examiner, § 56-1- 
Acts 1945, ch. 98, § 11; C. Supp. 1950, 411. 
§ 4186.11; T.C.A. (orig. ed.), § 56-3013. Rehabilitation and liquidation of insurance 


fe a Raterconnas companies, title 56, ch. 9. 


Frequency of examinations, §§ 56-1-408, 56- 
1-409. 


56-28-114. Contracts for service to subscribers — Rates. 


The corporation may enter into contracts for the rendering of hospital 
service to the subscribers only with hospitals approved by the commissioner. 
All contracts issued by the corporation to the subscribers shall constitute 
individually and jointly direct obligations of the hospital or hospitals with 
which the corporation has contracted for hospital service. The rates charged to 
the subscribers for hospital service and the rates of payment by the corporation 
to the contracting hospital or hospitals at all times shall be subject to the 
approval or disapproval of the commissioner; provided, that in the case of 
experience-rated group insurance, premium rates and classification of risks 
need not be filed but shall be maintained by the hospital service corporations 
and made available for review by the commissioner upon the commissioner’s 
request. 


History. § 4186.3; Acts 1978, ch. 513, § 1; T.C.A. (orig. 
Acts 1945, ch. 98, § 3; C. Supp. 1950, ed.), § 56-3014. 


56-28-115. Publication of regulations regulating subscribers’ con- 
tracts. 


The commissioner is authorized to publish regulations that will have the 
effect of statute, regulating the form of subscribers’ contracts and required and 
prohibited provisions in the contracts. 


History. Cross-References. 
Acts 1945, ch. 98, § 6;.C.’ Supp. 1950, Dependent children, provisions as to cover- 
§ 4186.6; T.C.A. (orig. ed.), § 56-3015. age, § 56-7-2302. 


56-28-116. Renewal of licenses — Certificates of authority for agents. 


All licenses authorizing hospital service corporations to transact business in 
this state shall be renewable on April 1 of each year. A service corporation 
licensed to do business in this state under this chapter shall obtain from the 
commissioner a certificate of authority for every agent writing or soliciting 
hospital service contracts for the medical service corporation in this state, and 
the certificate shall be renewable January 1 of each year. 


History. 
Acts 1945, ch. 98, § 14; C. Supp. 1950, 
§ 4186.14; T.C.A. (orig. ed.), § 56-3016. 


56-28-117. Fees and taxes. 


Every corporation or its agents, subject to this chapter, are subject to the fees 
and taxes prescribed for life, health and accident insurance companies and 
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agents of the companies doing business in this state. It is not the purpose of 


this chapter to discriminate in favor of the service corporations. 


Cross-References. 
Tax on gross premiums, § 56-4-205. 


History. 
Acts 1945, ch. 98, § 15; C. Supp. 1950, 
§ 4186.15; T.C.A. (orig. ed.), § 56-3017. 


56-28-118. Construction of chapter. 


This chapter is not to be construed as prohibiting any insurance company 
properly qualified in this state to write accident, health or disability insurance 
to make available any plan of hospitalization that may be approved by the 
commissioner under existing statutes or within the authority granted in this 
chapter in the same manner and in the same means as granted to benevolent 


associations. 


History. 


Acts 1945, ch. 98, § 16; mod. C. Supp. 1950, 


tice of chiropractor, discrimination prohibited, 
§ 56-7-2404. 


§ 4186.16; T.C.A. (orig. ed.), § 56-3018. 


Cross-References. 
Reimbursable services within scope of prac- 
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Articles of incorporation and amendments — Approval by commissioner. 

Board of directors — contracts between board member and corporation. 

License required. 

Application for license — Accompanying documents — Filing fee. 

Issuance of license by commissioner — Prerequisites. 

Working capital provided by disinterested groups or individuals — Repayment — 
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[Repealed.] 

Submission of contracts and schedule of rates to commissioner — Disapproval. 

Licenses renewable annually — Agents to have certificate of authority. 

Fees and taxes of corporations and agents. 


56-29-101. Purpose of chapter. 


The purpose of this chapter is as described in this section, and it is the 


intention of this chapter to provide for the organization and operation of | 


nonprofit hospital service corporations. However, it is not to be construed as 
prohibiting any insurance company properly qualified in this state to write 
accident, health or disability insurance to make available any plan of hospi- 
talization that may be approved by the commissioner under other chapters of 
this code or within the authority granted in this chapter in the same manner 
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and in the same means as granted to benevolent associations. Further, nothing 
in this chapter shall be construed as either granting to hospitals the authority 


to practice medicine or the authority to collect medical fees for physicians who 


serve on the hospital staff. 


History. 

Acts 1949, ch. 234, § 17; C. Supp. 1950, 
§ 4186.59 (Williams, § 4186.62); T.C.A. (orig. 
ed.), § 56-3101. 


Cross-References. 

Reimbursable services within scope of prac- 
tice of chiropractor, discrimination prohibited, 
§ 56-7-2404. 


Section to Section References. 

Chapters 27-32 are referred to in § 56-7- 
2003. 

Chapters 26-31 are referred to in § 56-1-501. 


Chapters 26-29 are referred to in § 56-7- 
2404. 

Chapters 27-29 are referred to in §§ 49-2- 
209, 56-7-2402, 56-7-2405. 

This chapter is referred to in §§ 8-27-403, 
8-27-502, 8-27-602, 56-1-212, 56-2-122, 56-7- 
2302, 56-7-2353, 56-7-2402, 56-11-1001, 56-30- 
107, 56-31-106. 


Collateral References. 

Persons actually in the employ of the policy- 
holder, construction of provision in health or 
accident policy. 64 A.L.R.3d 1178. 


56-29-102. Corporations covered by this chapter. 


Any corporation not for profit organized under the former General Welfare 
Corporation Act, or under former title 48, chapters 1-14 [repealed] for the 
purpose of establishing, maintaining and operating a nonprofit hospital service 
corporation and of providing medical benefits, whereby hospital service may be 
provided by a hospital or group of hospitals with which the corporation has a 
contract for that purpose and whereby the corporation may provide cash 
indemnity for medical expense, to such of the public as become subscribers to 
the corporation under a contract that entitles each subscriber to certain 
hospital care and to certain cash indemnity benefits for medical expense, shall 
be governed by this chapter. 


section, became title 48, ch. 1, parts 1-14, and 
were repealed effective January 1, 1988. 

For new provisions concerning not-for-profit 
corporations, see title 48, chs. 51-68. 


History. 

Acts 1949, ch. 234, § 1; C. Supp. 1950, 
§ 4186.43 (Williams, § 4186.46); impl. am. 
Acts 1968, ch. 523, § 1 (17.06); T.C.A. (orig. 
ed.), § 56-3102. 


Compiler’s Notes. 
Title 48, chapters 1-14, referred to in this 


56-29-103. Existing corporations that may operate under this chapter 
— Prerequisites. 


Any corporation now organized and existing under title 48, chapter 11 
[repealed] as it existed prior to July 1, 1969, or any corporation now existing 
and operating under chapter 28 of this title, may become a corporation with the 
powers of a corporation newly organized under this chapter and become 
subject to this chapter by amending its charter so as to provide for both medical 
benefits and hospital services as provided by this chapter and conforming to 
this chapter, but shall at all times be required before the amendment becomes 
effective to have the amendment approved by the commissioner, as provided in 
§ 56-29-104. 
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History. section, became title 48, ch. 1, parts 1-14, and 
Acts 1949, ch. 234, § 2; C. Supp. 1950, were repealed effective January 1, 1988. 

§ 4186.44 (Williams, § 4186.47); impl. am. For new provisions concerning not-for-profit 

Acts 1968, ch. 523, § 1(17.06); impl. am. Acts corporations, see title 48, chs. 51-68. 

1971, ch. 187, § 2; T.C.A. (orig. ed.), § 56-3103. 


Compiler’s Notes. 
Title 48, chapters 1-14, referred to in this 


56-29-104. Articles of incorporation and amendments — Approval by 
commissioner. 


The articles of incorporation of the corporation and amendments to the 
articles shall be submitted to the department. The approval of the articles and 
amendments by the commissioner of commerce and insurance, referred to as 
the “commissioner” in this chapter, shall be endorsed on the articles and 
amendments before the articles and amendments are filed with the secretary 
of state; provided, that if the articles of incorporation of the corporation have 
been filed with the secretary of state prior to April 15, 1949, the approval of the 
articles by the commissioner shall be evidenced by a separate instrument in 
writing, filed with the secretary of state. 


History. Section to Section References. 
Acts 1949, ch. 234, § 3; C. Supp. 1950, This section is referred to in § 56-29-103. 
§ 4186.45 (Williams, § 4186.48); impl. am. 
Acts 1971, ch. 187, §§ 1, 2; T.C.A. (orig. ed.), 
§ 56-3104. 


56-29-105. Board of directors — contracts between board member and 
corporation. 


(a) Any corporation organized and governed by this chapter prior to July 1, 
1981, should have the board of directors of the corporation composed of the 
following groups in equal numbers: 

(1) Administrators or trustees of hospitals that have contracted with the 
corporation to render hospital service to the subscribers; 

(2) Physicians, exclusive of group one (1); and 

(3) The general public, exclusive of groups one (1) and two (2). 

(b) As the terms of board members of corporations organized prior to July 1, 
1981, and governed by this chapter terminate, the positions shall be refilled in 
the manner enumerated in subsection (c), and any corporation organized on or 
after July 1, 1981, and governed by this chapter shall likewise comply with the 
composition of board members provided in subsection (c). 

(c) The board of directors of the corporations should at all times be composed 
of the following groups: 

(1) Administrators of hospitals that have contracted with the corporation 
to render hospital service to the subscribers; 

(2) Physicians, exclusive of group one (1); and 

(3) The general public, exclusive of groups one (1) and two (2); provided, 
that in all cases over fifty percent (50%) of the board members shall be 
composed of members of group three (3), and the remaining board members 
shall be divided equally between members of group one (1) and of group two 

(2). 
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(d)(1) No contract for equipment or supplies may be entered into between a 
corporation subject to this chapter and one (1) or more board members 
unless the contract has been competitively bid. 

(2) The compensation of a board member shall not exceed ten thousand 
dollars ($10,000) per year; provided, that, in addition to the compensation, a 
board member may receive payment for particular services actually ren- 
dered, such as legal counsel, medical service, accounting or other required 
services, upon specific approval of the board of directors, the approval being 
made a part of the minutes of the board of directors. Any such payment to 
members of the board shall be reported annually to the secretary of state on 
forms provided by the secretary of state. The reports shall be retained by the 
secretary of state for three (3) years. 

(3) Each director shall identify and report any conflict of interest the 
director has due to serving as a member of the board. The written report 
must be filed annually with the secretary of state by January 10. 

(4) Each director must fully disclose and report all income received from 
any corporation, partnership or other business interest that transacts 
business with or receives funds from a hospital and medical service corpo- 
ration organized and governed under this chapter. 

(5) The board of directors of any corporation organized and governed by 
this chapter shall collectively represent the customers served by the corpo- 
ration. 


History. Attorney General Opinions. 
Acts 1949, ch. 234, § 3; C. Supp. 1950, Authority of secretary of state, OAG 97-070, 
§ 4186.45 (Williams, § 4186.48); T.C.A. (orig. 1997 Tenn. AG LEXIS 69 (5/12/97). 
ed.), § 56-3105; Acts 1981, ch. 67, § 1; 1995, ch. 
143, § 1; 1995, ch. 477, §§ 1, 3. 


56-29-106. License required. 


A corporation, subject to this chapter, may issue contracts only when the 
department has, by formal license, authorized it to do so. 


History. Acts 1971, ch. 137, § 1; T.C.A. (orig. ed.), § 56- 
Acts 1949, ch. 284, § 5; C. Supp. 1950, 3106. 
§ 4186.47 (Williams, § 4186.50); impl. am. 


56-29-107. Application for license — Accompanying documents — Fil- 
ing fee. 


Application for the license shall be made on a form approved by the 
commissioner, containing such information as the commissioner deems neces- 
sary. Each application for the license shall be accompanied by copies of the 
following documents: 

(1) Certificate of incorporation; 

(2) Bylaws; 

(3) Proposed contracts between the corporation and participating hospital 
or hospitals showing terms under which hospital service is to be furnished to 
subscribers; 

(4) Contracts to be issued to subscribers showing a table of the rates to be 
charged and the benefits to which they are entitled, showing medical 
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expense indemnity benefits expressed in terms of dollars and showing 
hospital service benefits expressed in service rather than in dollars; however, 
with equitable arrangements to protect the interests of subscribers when it 
becomes impossible for the service to be provided. The contracts should 
make clear that the ultimate responsibility for hospital service to subscrib- 
ers rests with the member hospital or hospitals; and 

(5) A statement of its financial condition and business in such form and 
detail as the commissioner may require, including the amounts of contribu- 
tion paid for working capital, and the name or names of each contributor and 
the terms of the contributions, signed and sworn to by its president and 
secretary or other proper officers, and shall pay for the filing of the statement 
the sum of thirty dollars ($30.00). Contributions not paid, but agreed to be 
paid, may be reported as a separate item, but shall not be admitted as assets 
of the corporation. 


History. § 4186.47 (Williams, § 4186.50); T.C.A. (orig. 
Acts 1949, ch. 234, § 5; C. Supp. 1950,  ed.), § 56-3107. 


56-29-108. Issuance of license by commissioner — Prerequisites. 


The commissioner shall issue a license upon compliance with this chapter 
and other proper requirements of the commissioner, and upon being satisfied 
that: 

(1) The applicant is established as a bona fide nonprofit hospital service 
corporation with or without the right to provide medical expense indemnity; 
the hospital service benefits provided by the corporation are not an unnec- 
essary duplication of similar service in the community served; it is desirable 
for public necessity and convenience; hospital contracts have been obtained, 
if possible, in the findings of the commissioner, with hospitals representing 
a majority of the bed capacity in the area where members are to be enrolled; 
and a fair opportunity has been given to all institutions of standing in the 
area to be served, to become member hospitals; 

(2) A provision has been made in the subscriber’s contract authorizing 
hospital service in hospitals other than participating hospitals, in which case 
money benefits shall be provided as specified in the subscriber’s contract and 
approved as fair by the commissioner; 

(3) Member hospitals of a hospital service plan agree to render service 
benefits of the plan of which it is a member at the agreed payment schedule 
to all subscribers; and 

(4) The rates charged are fair, reasonable, adequate and not unfairly 
discriminatory. Benefits to be provided are to be fair, reasonable and not 
unfairly discriminatory. Rates may differ between subscribers in recognized 
groups and subscribers not in groups, all subject as above to the approval of 
the commissioner. 


History. § 4186.48 (Williams, § 4186.51); T.C.A. (orig. 
Acts 1949, ch. 234, § 6; C. Supp. 1950, ed.), § 56-3108. 
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56-29-109. Working capital provided by disinterested groups or indi- 
viduals — Repayment — Interest. 


The amount provided as working capital shall only be provided by individu- 
als or groups who have no financial interest in the activities of the hospital 
service corporations, or by any member hospitals. Interest charged for the 
capital, if any, shall not exceed six percent (6%), and payment of interest, if any, 
and repayment of the working capital shall be permitted only after provision 
has been adequately made for operating expenses, payments to member 
hospitals and the establishment of legal reserves and other reserves that may 
be required by the commissioner. The amount of money actually available for 
working capital shall be sufficient to carry all acquisition costs and operating 
expenses for a period of at least three (3) months from the date of the issuance 
of the certificate. 


History. § 4186.50 (Williams, § 4186.53); T.C.A. (orig. 
Acts 1949, ch. 234, § 8; C. Supp. 1950, ed.), § 56-3109. 


56-29-110. Acquisition and administrative expenses — Limitation — 
Approval. 


All acquisition and administrative expenses in connection with the hospital 
service corporations shall at all times be limited after the first year of operation 
to not exceed twenty-five percent (25%) of the total net premium income of the 
corporation. All acquisition and administrative expenses shall be subject to the 
approval of the commissioner. 


History. § 4186.55 (Williams, § 4186.58); T.C.A. (orig. 
Acts 1949, ch. 234, § 13; C. Supp. 1950, ed.), § 56-3110. 


56-29-111. Reserve requirements. 


The service corporation shall maintain at all times proper reserves, subject 
to the approval of the commissioner, for unearned subscription fees and 
unearned premiums and for unpaid hospital bills, including provision for 
unreported and undischarged hospital cases and for incurred medical expense 
indemnity claims and other known liabilities. In addition, a contingency or 
epidemic reserve shall be accumulated annually at a rate not less than two and 
one half percent (2.5%) of net premium income. If the service corporation 
provides for hospital service benefits only when the contingency or epidemic 
reserve equals seventy-five thousand dollars ($75,000), or fifty-five percent 
(55%) of the annual premium income, whichever is higher, or if the service 
corporation provides for hospital service and medical expense indemnity 
benefits when the contingency or epidemic reserve equals one hundred fifty 
thousand dollars ($150,000), or fifty-five percent (55%) of the annual premium 
income, whichever is higher, further accumulations may be discontinued for 
any length of time that they are not required to meet the contingency or 
epidemic reserve requirement. If the service corporation is unable to meet the 
requirements of this section, then the commissioner is empowered to require 
that the corporation either increase rates or reduce benefits to the extent 
necessary in order that the corporation may be able to meet the requirements. 
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History. Acts 1971, ch. 137, § 2; T.C.A. (orig. ed.), § 56- 
Acts 1949, ch. 234, § 10; C. Supp. 1950, 3111. anh 
§ 4186.52 (Williams, § 4186.55); impl. am. 


56-29-112. Investment of corporation funds. 


The funds of the service corporations, subject to this chapter, shall be 
invested only in securities permitted by the law of this state for the investment 
of assets of life insurance companies. 


History. Cross-References. 

Acts 1949, ch. 234, § 14; C. Supp. 1950, Authorized investments for life insurance 
§ 4186.56 (Williams, § 4186.59); T.C.A. (orig. companies, §§ 56-3-303, 56-3-304. 
ed.), § 56-3112. 


56-29-113. Annual statement — Contents — Filing fee. 


Every service corporation shall annually, on or before March 1, file in the 
office of the department a statement of its operation for the calendar year and 
showing financial condition as of December 31 then next preceding, in such 
form and content as the commissioner prescribes, signed and sworn to by its 
president and secretary, or other proper officers, and shall pay for the filing of 
the statement the sum of fifty dollars ($50.00). 


History. Section to Section References. 
Acts 1949, ch. 234, § 9; C. Supp. 1950, This section is referred to in § 56-2-305. 
§ 4186.51 (Williams, § 4186.54); impl. am. 
Acts 1971, ch. 187, § 1; Acts 1979, ch. 298, § 8; 
T.C.A. (orig. ed.), § 56-3113. 


56-29-114. Keeping of adequate financial and statistical records. 


The service corporation shall maintain adequate financial and statistical 
records in reasonable uniformity with accounting plans and statistical require- 
ments of the annual statement blank required by the commissioner. 


History. § 4186.53 (Williams, § 4186.56); T.C.A. (orig. 
Acts 1949, ch. 2384, § 11; C. Supp. 1950, ed.), § 56-3114. 


56-29-115. Examination — Rehabilitation or liquidation. 


The commissioner has the same authority to examine such service corpora- 
tions as granted to the commissioner for the examination of life, accident and 
health insurance companies, and has the same authority for the correction, 
rehabilitation or liquidation of such service corporations as now provided by 
law for life, accident and health companies. 


History. Powers and privileges of examiner, § 56-1- 
Acts 1949, ch. 234, § 12; C. Supp. 1950, 411. 

§ 4186.54 (Williams, § 4186.57); T.C.A. (orig. Rehabilitation and liquidation of insurance 

ed.), § 56-3115. companies, title 56, ch. 9. 

Cross-References. 


Frequency of examinations, §§ 56-1-408, 56- 
1-409. 


orl HOSPITAL AND MEDICAL SERVICE CORPORATIONS 56-29-119 
56-29-116. [Repealed.] 


History. Compiler’s Notes. 
Acts 1949, ch. 234, § 4; C. Supp. 1950, Former § 56-29-116 concerned subscription 
§ 4186.46 (Williams, § 4186.49); Acts 1978, ch. contracts and liability of hospitals. 
513, § 2; T.C.A. (orig. ed.), § 56-3116, repealed 
by Acts 2011, ch. 344, § 16, effective July 1, 
2011. 


56-29-117. Submission of contracts and schedule of rates to commis- 
sioner — Disapproval. 


The corporation shall submit to the commissioner specimen copies of each 
different type of subscriber’s contract and a schedule of rates applicable to the 
subscriber’s contract that it proposes to issue in this state. The commissioner 
shall approve or disapprove a contract as provided for in §§ 56-26-102 and 
56-26-202 and any regulations promulgated under the authority of that 
section. Sections 56-26-102 and 56-26-202 and related regulations shall apply 
to all hospital and medical service plans in the same manner as to the accident 
and sickness policies subject to §§ 56-26-102 and 56-26-202. 


History. Cross-References. 
Acts 1949, ch. 234, § 7; C. Supp. 1950, Dependent children, provisions as to cover- 
§ 4186.49 (Williams, § 4186.52); impl. am. age, § 56-7-2302. 
Acts 1971, ch. 137, § 2; T.C.A. (orig. ed.), § 56- 
3117; Acts 2011, ch. 344, § 17. 


56-29-118. Licenses renewable annually — Agents to have certificate of 
authority. 


(a) All licenses authorizing hospital service corporations to transact busi- 
ness in this state shall be renewable on July 1 of each year. 

(b) A hospital service corporation licensed to do business in this state under 
this chapter shall obtain from the commissioner a certificate of authority for 
every agent writing or soliciting contracts for the service corporation in this 
state, and the certificates shall be renewable January 1 of each year. 


History. § 4186.57 (Williams, § 4186.60); T.C.A. (orig. 
Acts 1949, ch. 234, § 15; C. Supp. 1950, ed.), § 56-3118. 


56-29-119. Fees and taxes of corporations and agents. 


Every corporation or its agents, subject to this chapter, shall be subject to the 
fees and taxes as prescribed for life, health and accident insurance companies 
and agents of the companies doing business in this state. It is not the purpose 
of this chapter to discriminate in favor of the service corporations. 


History. Cross-References. 

Acts 1949, ch. 234, § 17; C. Supp. 1950, Tax on gross premiums, § 56-4-205. 
§ 4186.58 (Williams, § 4186.61); T.C.A. (orig. 
ed.), § 56-3119. 
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CHAPTER 30 ua 
DENTAL SERVICE PLAN LAW, 1961 


Short title. 

Chapter definitions. 

Nonprofit dental service corporation — Creation. 

Articles of incorporation — Approval by commissioner. 

Board of directors. 

Subscribers — Rates. 

Right to establish or operate plan. 

Right to become participating dentists — Method of diagnosis and treatment unre- 
stricted — Private dentist-patient relationship. 

Agreements with participating dentists. 

Contracts approved by commissioner. 

Applications for licenses — Accompanying documents — Filing fee. 

Issuance of license — Prerequisites. 

Investment of funds. 

Limitation of expenses. 

Purchase of liability insurance authorized. 

Financial and statistical records. 

Annual statement — Form — Filing fee. 

Examination — Rehabilitation or liquidation. 

Fees and taxes. 

License renewal — Agents’ certificate of authority. 

Orders of commissioner — Publication of regulations — Rates. 

Suspension or cancellation of license — Withdrawal of approval of documents — 
Revocation and amendment of certificate, order, authority or consent. 

Revocation of license for violation of chapter. 

Review of order of commissioner — Writ of certiorari. 

Subscription contract — Duration — Renewal — Termination — Forfeiture of 
membership — Deferment of inception coverage. 

Subscription contract — Form — Certificate furnished subscriber — Provisions. 

Form of subscription certificate. 

Subscriptions for dental care for needy — Governmental or private contributions 
authorized. 

Settlement of dispute or controversy by commissioner — Review of decision. 

Construction of chapter. 

Laws relating to practice of medicine and surgery or dentistry or other insurance not 
affected. 

Nonapplicability of the Consumer Health Care Advocacy Act. 

Maintenance of business records by electronic means. 

Electronic payments for electronic claims by dental service plan. 


56-30-101. Short title. 


This chapter shall be known and may be cited as the “Dental Service Plan 
Law, 1961.” 


History. 


Acts 1961, ch. 340, § 1; T.C.A., § 56-3501. 


Section to Section References. 


Chapters 26-31 are referred to in § 56-1-501. 
This chapter is referred to in §§ 56-7-1013, 
56-46-201. 


Chapters 27-32 are referred to in § 56-7- 


2003. 


56-30-102. Chapter definitions. 


As used in this chapter, unless the context otherwise requires: 
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(1) “Beneficiary” means a person designated in the subscription certificate 
referred to in subdivision (10), as entitled to the dental services referred to 
in subdivision (10); 

(2) “Commissioner” means the commissioner of commerce and insurance; 

(3) “Covered dependent” is the spouse, an adult dependent or child of a 
subscriber who is named in the subscription certificate issued to the 
subscriber, and with respect to whom appropriate premium is specified in 
the certificate; 

(4) “Dental service” means professional services rendered by persons duly 
licensed under the laws of this state to practice dentistry and all services 
defined as constituting the practice of dentistry as set out in title 63, chapter 
55 

(5) “Nonprofit dental service corporation” means any corporation orga- 
nized pursuant to this chapter for the purpose of establishing, maintaining 
and operating a nonprofit dental service plan, and that employs the service 
benefit concept in the majority of the programs it administers; 

(6) “Nonprofit dental service plan” means a plan whereby specified dental 
service is provided by a nonprofit dental service corporation to subscribers to 
the plan; 

(7) “Participating dentist” means a dentist licensed to practice dentistry 
in this state under title 63, chapter 5, who contracts in writing with a dental 
service plan corporation to perform the dental services specified in the 
subscription certificates issued by the corporation, and at the rates of 
compensation determined by the board of directors of the corporation, and 
who agrees to abide by the bylaws, rules and regulations of the corporation 
applicable to participating dentists; 

(8) “Person” includes a natural person, a corporation, an association, a 
common law trust or corporation; 

(9) “Service benefit concept” means a type of dental benefit contract 
between a beneficiary and a third party payer, whereby the beneficiary is 
guaranteed no out-of-pocket expenses for covered services beyond any 
agreed on cost sharing stipulated in the contract; and 

(10) “Subscriber” means a person to whom a subscription certificate is 
issued by a dental care service plan corporation that sets forth the benefi- 
ciaries and the kind and extent of dental service for which the corporation is 
liable to make payment. 


History. ch. 137, § 2; T.C.A., § 56-3502; Acts 1989, ch. 
Acts 1961, ch. 340, § 2;impl. am. Acts 1971, 152, § 1. 


56-30-103. Nonprofit dental service corporation — Creation. 


Five (5) or more dentists duly licensed to practice under the laws of this 
state, who give advance written notice by registered or certified mail to the 
Tennessee Dental Association of their intent to organize a nonprofit dental 
service corporation, may associate themselves by written articles of association 
for the incorporation of a nonprofit dental service corporation. The board of 
each nonprofit dental service corporation must at all times include dentists 
who maintain an active license to practice under the laws of this state. The 
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laws of this state relative to insurance companies or to the business of 
insurance, and acts in amendment of the laws or in addition’to the laws, do not 
apply to any nonprofit dental service corporation unless expressly so provided 
in the laws or acts. 


History. 
Acts 1961, ch. 340, § 3; T.C.A., § 56-3503; 
Acts 1989, ch. 152, § 2; 2005, ch. 182, § 1. 


56-30-104. Articles of incorporation — Approval by commissioner. 


The articles of incorporation of the nonprofit dental service corporation or 
amendments to the articles shall be submitted to the commissioner, and shall 
be subject to the commissioner’s approval, which shall be endorsed on the 
articles or amendments before they are filed with the secretary of state. 


History. trative Procedures Act (Toxey H. Sewell), 6 
Acts 1961, ch. 340, § 4; T.C.A., § 56-3504. Mem. St. U.L. Rev. 2538. 


Law Reviews. 
Judicial Review and the Uniform Adminis- 


56-30-105. Board of directors. 


A dental service plan corporation shall consist of a board of directors of such 
number, grouped in reasonable classes, as the bylaws of the corporation, as 
approved by the commissioner, shall provide. 


History. 
Acts 1961, ch. 340, § 5; T.C.A., § 56-3505. 


56-30-106. Subscribers — Rates. 


(a) Each nonprofit dental service corporation may contract with its subscrib- 
ers for dental services as may be from time to time provided under any 
nonprofit dental service plan adopted by the corporation. 

(b) The rates charged by the nonprofit dental service corporation to its 
subscribers shall be consistent with the proper conduct of its business and the 
interest of the public and shall at all times be subject to the approval of the 
commissioner. 

(c) Nothing contained in this chapter or in any nonprofit dental service plan 
shall affect the ordinary professional relationship between the person render- 
ing dental services under the plan and the subscriber to whom the services are 
rendered; and no action based upon or arising out of the relationship or 
relating to dental services rendered pursuant to a nonprofit dental service plan 
shall be maintained against the nonprofit dental service corporation operating 
the plan. 


History. 
Acts 1961, ch. 340, § 6; T.C.A., § 56-3506. 


56-30-107. Right to establish or operate plan. 


It is unlawful for any person except a dental service plan corporation, 
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incorporated in accordance with this chapter, and operating in accordance with 
authority from the commissioner, or a nonprofit corporation organized under 
chapter 27, 28 or 29 of this title, or an insurance company properly qualified in 
this state to write accident, health or disability insurance, to establish, 
maintain, or operate a dental service plan, or to solicit subscribers to or enter 
into contracts with respect to a dental service plan. This prohibition, however, 
shall not be construed as preventing a person from furnishing dental services 
for the prevention of diseases among the person’s employees or from furnishing 
dental services required under the Workers’ Compensation Law, compiled in 
title 50, chapter 6, and related legislation when the employee is not charged for 
the services. The prohibition in this section shall not apply to persons engaging 
in transactions in this state involving a master group subscription contract 
lawfully issued and delivered in another state, and the persons shall not be 
subject to this chapter or otherwise regulated by or prohibited from engaging 
in the transactions solely as a result of the transactions. 


History. 
Acts 1961, ch. 340, § 7; T.C.A., § 56-3507; 
Acts 1998, ch. 672, § 1. 


56-30-108. Right to become participating dentists — Method of diag- 
nosis and treatment unrestricted — Private dentist-pa- 
tient relationship. 


(a) Every dentist licensed to practice in this state under title 63, chapter 5, 
has the right to become a participating dentist in the dental service plan 
corporation operating in the county in which the dentist resides or practices. A 
dental service plan corporation shall impose no restrictions on the dentists who 
treat its subscribers as to methods of diagnosis or treatment. The private 
dentist-patient relationship shall be maintained, and a subscriber shall at all 
times have free choice of any dentist who is a participating dentist in the 
corporation and who agrees to accept a particular beneficiary as a patient. 

(b) Notwithstanding subsection (a), a dental service plan corporation may 
limit participation in a plan that is providing or managing dental benefits for 
the impoverished uninsured on behalf of, or as required by, any governmental 
entity. 


History. 
Acts 1961, ch. 340, § 8; 1965, ch. 309, § 1; 
T.C.A., § 56-3508; Acts 2011, ch. 216, § 1. 


56-30-109. Agreements with participating dentists. 


A dental service plan corporation may enter into agreements with dentists 
qualified as set out in this chapter, under the terms of which the dentists may 
become participating dentists in a plan operated by the corporation, and may 
make payments to the dentists as shall have accrued to them by reason of 
services performed by them under the plan on behalf of the corporation. 


History. 
Acts 1961, ch. 340, § 9; T.C.A., § 56-3509. 
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56-30-110. Contracts approved by commissioner. 


No corporation subject to this chapter may issue contracts until the 
commissioner has formally authorized the contracts to be issued. 


History. 
Acts 1961, ch. 340, § 10; T.C.A., § 56-3510. 


56-30-111. Applications for licenses — Accompanying documents — 
Filing fee. 


Applications for the licenses shall be made on forms approved by the 
commissioner, containing information the commissioner deems necessary. 
Every application for a license shall be accompanied by copies of the following 
documents: 

(1)(A) A certified copy of its charter or certificate of incorporation; or 

(B) A copy of its bylaws certified by the secretary and the president of 
the corporation; 

(2) Proposed contract between the corporation and the participating 
dentists showing the terms under which dental care services are to be 
furnished to subscribers; 

(3) Subscription contracts to be issued to subscribers showing a table of 
the rates to be charged and the benefits to which they are entitled; 

(4) A statement of the county or counties in which the corporation 
proposes to operate dental service plans; 

(5) A statement of its financial condition and business in the form and 
detail the commissioner may require, including amounts of contributions 
paid for working capital and the name or names of each contributor, and the 
terms of the contributions, signed and sworn to by the president and 
secretary, and shall pay for filing of the statement the sum of twenty-five 
dollars ($25.00); 

(6) A copy of its proposed prospectus and advertising material to be used 
in solicitation of contracts; and 

(7) Proof satisfactory to the commissioner that, in the county or counties 
in which the corporation proposes to operate, at least fifty-one percent (51%) 
of the resident dentists in the county or counties have agreed to become 
participating dentists of the corporation immediately upon the issuance of a 
license to it by the commissioner or, in the alternative, that at least 
twenty-five percent (25%) of the dentists duly licensed to practice in this 
state under title 63, chapter 5, have agreed to become participating dentists 
of the corporation immediately upon the issuance of a license to it by the 
commissioner. 


History. 
Acts 1961, ch. 340, § 10; 1965, ch. 309, § 2; 
T.C.A., § 56-3511; Acts 1989, ch. 152, § 3. 


56-30-112. Issuance of license — Prerequisites. 


The commissioner shall issue a license upon compliance with this chapter, 
and other proper requirements of the commissioner, and upon being satisfied 
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that: 

(1) All items required to be filed are in proper form, as required by this 
chapter, and meet the approval of the commissioner; 

(2) The applicant is established as a bona fide dental service plan 
corporation, and the service rendered by the corporation is not an unneces- 
sary duplication of similar services in the community served, and is 
desirable for public necessity and convenience, and a fair opportunity has 
been given to all practicing dentists of standing in the area to be served to 
become participating dentists; 

(3) The solicitations of contracts by the corporation and its conditions or 
methods of operation are fair and reasonable; 

(4) The rates charged are fair, reasonable, adequate and not unfairly 
discriminatory, and the benefits to be provided are fair, reasonable, and not 
unfairly discriminatory. The rates may differ between subscribers in recog- 
nized groups and subscribers not in groups, all subject to the approval of the 
commissioner; 

(5) The amount of money actually available for working capital is suffi- 
cient to carry all acquisition costs and operating expenses for a period of at 
least six (6) months from the date of the issuance of the certificate, or two 
thousand five hundred dollars ($2,500), whichever amount is larger; 

(6) The amount provided as working capital shall only be provided by 
individuals or groups who have no financial interest in the activities of the 
dental service corporations, or by the participating dentists. Interest 
charged for the capital, if any, shall not exceed six percent (6%), and payment 
of interest, if any, and repayment of the working capital, shall be permitted 
only after adequate provisions have been made for operating expenses, 
payments to participating dentists and the establishment of legal reserves 
and other reserves as may be required by the commissioner; 

(7) The dental service corporation shall maintain at all times proper 
reserves, subject to the approval of the commissioner, for unearned subscrip- 
tion fees and unearned premiums, and for unpaid dental service bills, 
including provision for unreported and undischarged dental cases and other 
known liabilities. In addition, a contingency reserve shall be accumulated 
annually at the rate of not less than two and one half percent (2.5%) of net 
premium income. When the contingency reserves equal seventy-five thou- 
sand dollars ($75,000), or fifty-five percent (55%) of the annual premium 
income, whichever is higher, further accumulations may be discontinued for 
any length of time not required to meet the requirements of this subdivision 
(7); 

(8) In the county or counties or areas in which a corporation proposes to 
operate, fifty-one percent (51%) or more of the resident dentists have agreed 
to render the dental services for which the corporation agrees to pay, or that 
at least twenty-five percent (25%) of the dentists duly licensed to practice in 
this state under title 63, chapter 5, have agreed to render dental services for 
corporations organized or to be organized pursuant to this chapter; and 

(9) A provision has been made in the subscription contract authorizing 
dental service other than participating dentists, in which case money 
benefits shall be provided as specified in the subscription contract, and 
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approved as fair by the commissioner. The certificate of authority issued by 
the commissioner to operate a dental service plan or plans-will be limited by 
the commissioner to the contracts and practices approved by the commis- 
sioner, and may be further limited to the county or counties or areas as the 
commissioner deems in the public interest. 


History. 
Acts 1961, ch. 340, § 11; 1965, ch. 309, § 3; 
T.C.A., § 56-3512. 


56-30-113. Investment of funds. 


The funds of the dental service corporations subject to this chapter shall be 
invested only in securities permitted by the laws of this state for the 
investment of assets of life insurance companies. 


History. 
Acts 1961, ch. 340, § 12; T.C.A., § 56-3513. 


56-30-114. Limitation of expenses. 


All acquisition and administrative expenses incurred in connection with the 
dental service corporation shall at all times be limited to a percentage of its 
total net premiums as set and approved by the commissioner. 


History. 
Acts 1961, ch. 340, § 18; T.C.A., § 56-3514. 


56-30-115. Purchase of liability insurance authorized. 


A dental service plan corporation is authorized to purchase a contract of 
insurance protecting the corporation or any officer or employee of the corpo- 
ration, or any dentist from liability for injuries resulting from negligence, 
misfeasance, malfeasance, nonfeasance or health care liability on the part of 
any officer or employee of the corporation, or on the part of any dentist in the 
course of rendering dental services to beneficiaries. 


History. 
Acts 1961, ch. 340, § 14; T.C.A., § 56-3515; 
Acts 2012, ch. 798, § 24. 


56-30-116. Financial and statistical records. 


Every dental service plan corporation shall maintain adequate financial and 
statistical records in reasonable uniformity with accounting plans and statis- 
tical requirements of the annual statement blank required by the commis- 
sioner. 


History. 
Acts 1961, ch. 340, § 15; T.C.A., § 56-3516. 


56-30-117. Annual statement — Form — Filing fee. 


The dental service plan corporation shall annually, on or before March 1, file 
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in the office of the department a statement of its operations for the calendar 
year, showing financial condition as of December 31 then next preceding, in 
such form and content as the commissioner prescribes, signed and sworn to by 
its president and secretary, or other proper officers, and shall pay for the filing 
of the statement the sum of fifty dollars ($50.00). 


History. Section to Section References. 

Acts 1961, ch. 340, § 16; impl. am. Acts 1971, This section is referred to in §§ 56-2-305, 
ch. 137, § 1; 1979, ch. 298, § 11; T-C.A., § 56- 56-46-201. 
3517. 


5§6-30-118. Examination — Rehabilitation or liquidation. 


The commissioner has the same authority to examine the dental service plan 
corporations as is granted to the commissioner for the examination of life and 
accident and health insurance companies, and has the same authority for the 
correction, rehabilitation or liquidation of the dental service plan corporations 
as is now provided by law for life and health and accident companies. 


History. 
Acts 1961, ch. 340, § 17; T.C.A., § 56-3518. 


56-30-119. Fees and taxes. 


Every dental service plan corporation or its agents, subject to this chapter, 
shall be subject to the fees and taxes as prescribed for life and health and 
accident insurance companies and agents of the companies doing business in 
this state. It is not the purpose of this chapter to discriminate in favor of dental 
service plan corporations. 


History. 
Acts 1961, ch. 340, § 18; T.C.A., § 56-3519. 


56-30-120. License renewal — Agents’ certificate of authority. 


All licenses authorizing dental service plan corporations to transact business 
in this state shall be renewable on April 1 of each year, subject to the approval 
of the commissioner. Any dental service plan corporation licensed to do 
business in this state under this chapter shall obtain from the commissioner a 
certificate of authority for every agent writing or soliciting dental service plan 
contracts for the corporation in this state, and the certificate shall be 
renewable January 1 of each year, subject to applicable sections of the 
insurance laws, including the revenue law of this state for life and health and 
accident insurance agents. 


History. 
Acts 1961, ch. 340, § 19; T.C.A., § 56-3520. 


56-30-121. Orders of commissioner — Publication of regulations — 
Rates. 


After the issuance of a certificate of authority, the commissioner shall be 
empowered to issue the orders or to publish regulations as may be necessary 


56-30-122 INSURANCE 386 


for the proper enforcement of this chapter as the commissioner deems to be in 
the public interest. The published regulations of the commissioner will have 
the effect of statute, and shall include, in particular, powers of regulating the 
form of subscription contracts and requirements of the contracts and prohib- 
ited provisions in the contracts, and all other matters requiring further 
definition or clarification within the requirements of this chapter. The com- 
missioner has the authority to regulate rates as required by statutes now in 
force or hereinafter enacted by the general assembly. 


History. 
Acts 1961, ch. 340, § 20; T.C.A., § 56-3521. 


56-30-122. Suspension or cancellation of license — Withdrawal of 
approval of documents — Revocation and amendment of 
certificate, order, authority or consent. 


(a) The commissioner has the authority to suspend or cancel the license of 
any dental service plan corporation or any agent for violation of this chapter or 
violation of the insurance laws that may apply and are not in conflict with this 
chapter, after proper legal notice and a hearing, which action of the commis- 
sioner shall be subject to judicial review. The commissioner has the authority, 
after the issuance of a certificate of authority, to withdraw approval, previously 
granted, of any document required to be filed with the department under any 
section of this chapter. In addition, the commissioner has the authority to 
require a dental service plan corporation to solicit in a manner required by 
agents’ licensing laws, and to fulfill contracts approved by the commissioner, to 
utilize soliciting methods provided by this chapter, or by other insurance laws, 
and to comply with all other orders and regulations of the commissioner. 

(b) The commissioner has the power and authority to revoke and amend, 
after reasonable notice and hearing, any certificate, order, authority or consent 
made by the commissioner to a dental service plan corporation, and may also 
cancel or suspend the authority of the corporation to transact business in any 
particular county or counties or area, if the commissioner finds that less than 
fifty-one percent (51%) of the eligible licensed dentists practicing in that county 
are participating dentists and that less than twenty-five percent (25%) of the 
dentists duly licensed to practice in this state under title 63, chapter 5, have 
agreed to render dental services for corporations organized or to be organized 
pursuant to this chapter. 


History. 
Acts 1961, ch. 340, § 21; 1965, ch. 309, § 4; 
T.C.A., § 56-3522; Acts 1989, ch. 152, § 4. 


56-30-123. Revocation of license for violation of chapter. 


A dental service plan corporation that neglects to make and file its annual 
statement in the form and within the time provided by § 56-27-117, or neglects 
to reply in writing to the inquiries of the commissioner within a reasonable 
time as may be specified by the commissioner, or who otherwise violates this 
chapter, shall be subject to revocation of license after proper notice and right 
of hearing. Any agent or solicitor who violates this chapter or any written order 
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or official regulation of the commissioner or any other insurance law, particu- 
larly the agents’ licensing law set forth in chapter 6 of this title, shall be subject 
to revocation of the license after due notice and right of hearing. 


History. Law Reviews. 
Acts 1961, ch. 340, § 22; impl. am. Acts 1975, Administrative Law — 1961 Tennessee Sur- 
ch. 68, §§ 1, 2; T.C.A., § 56-3523. vey (Val Sanford), 14 Vand. L. Rev. 1115. 


56-30-124. Review of order of commissioner — Writ of certiorari. 


A review of any order made by the commissioner pursuant to this chapter 
may be had in the circuit court of Davidson County, upon a writ of certiorari. 
Application for the writ shall be made within thirty (30) days after the entry of 
the order by the commissioner. 


History. trative Procedures Act (Toxey H. Sewell), 6 
Acts 1961, ch. 340, § 23; T.C.A., § 56-3524. Mem. St. U.L. Rev. 253. 


Law Reviews. 
Judicial Review and the Uniform Adminis- 


56-30-125. Subscription contract — Duration — Renewal — Termina- 
tion — Forfeiture of membership — Deferment of incep- 
tion coverage. 


Every subscription contract made by a dental service plan corporation shall 
provide for the payment of dental services for a period of twelve (12) months 
from the date of issue of the subscription certificate. The contract may provide 
that it shall be subject to renewal from year to year unless there has been one 
(1) month’s prior written notice of termination by the dental service plan 
corporation. A subscriber shall forfeit membership upon failure to renew the 
contract, or upon voluntary resignation. During the first contract year, the 
contract may provide that the inception coverage may be deferred for not more 
than two (2) months from date of issue of the contract, and may exclude 
treatment of dental ills existing at the inception of the contract. 


History. 
Acts 1961, ch. 340, § 24; T.C.A., § 56-3525. 


56-30-126. Subscription contract — Form — Certificate furnished sub- 
scriber — Provisions. 


Every contract entered into by a dental service plan corporation with a 
subscriber shall be in writing, and a certificate stating the terms and 
conditions of the contract shall be furnished the subscriber. No subscription 
certificate shall be issued unless it contains the following provisions, and any 
other applicable provisions that may be required by this chapter or other 
applicable laws of this state: 

(1) A statement of the amounts payable to the corporation by the sub- 
scribers and the times at which the amounts shall be paid; 

(2) Astatement of the nature of the dental services to be paid for and the 
period during which the certificate is effective; and if there are any types of 

dental services to be excepted, with the approval of the commissioner, a 
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detailed statement of the exceptions printed as specified in this section; 

(3) A statement of the terms or conditions, if any, -upon which the 
certificate may be cancelled or otherwise terminated at the option of either 
party; 

(4) A statement that the subscription and certificate constitute the 
contract between the corporation and the subscriber, and include the 
endorsements thereon and attached papers, if any, and contain the entire 
contract; 

(5) A statement that no statement by the subscriber in the subscriber’s 
application for a certificate shall void the contract or be used in any legal 
proceedings under the contract, unless the application or an exact copy of the 
application is included in or attached to the certificate, and that no agent or 
representative of the corporation, other than an officer or officers designated 
in the certificate, is authorized to change the contract or waive any of its 
provisions; 

(6) A statement that if the subscriber defaults in making any payment 
under the certificate, the subsequent acceptance of a payment by the 
corporation or by its duly authorized agent shall reinstate the certificate, but 
the reinstatement shall not cover the costs of dental services incurred during 
the period of ten (10) days, after date of the acceptance; 

(7) Astatement of the period of grace that will be allowed a subscriber for 
making any payment due under the contract. The period shall not be less 
than ten (10) days during the first contract year, and thereafter shall not be 
less than thirty (30) days; 

(8) Astatement authorizing dental service by dentists other than partici- 
pating dentists in cases of emergency or when consented to by the dental 
service plan corporation, or when the subscriber requires dental services 
outside the county or counties or area served by the dental service plan 
corporation, in which case money benefits shall be provided as optional and 
as specified in the subscriber’s contract and approved by the commissioner. 
Otherwise, a statement that indemnity in the form of cash will not be paid 
to any subscriber, except in reimbursements paid by the subscriber to a 
dentist for which the corporation was liable at the time of the payment; and 

(9) Other statements that may be required by published regulations of the 
commissioner. 


History. 
Acts 1961, ch. 340, § 25; T.C.A., § 56-3526. 


56-30-127. Form of subscription certificate. 


In the subscription certificate referred to in this chapter: 

(1) All printed portions shall be plainly printed in type of which the face 
is not smaller than ten-point; 

(2) There shall be a brief description of the subscription certificate on its 
first page and on the back of the certificate in type not smaller than 
fourteen-point. The description shall not be broader than the coverage — 
granted in the contract; 
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(3) The exceptions of the contract shall appear with the same prominence 
in the certificate as the benefits of the contract, and reference to the 
exceptions shall be specifically made in the insuring clause; and 

(4) Ifthe contract contains any provisions purporting to make any portion 
of the articles of incorporation or of the bylaws of the corporation a part of 
the contract, the portion shall be set forth in full in the subscription 
certificate. 


History. 
Acts 1961, ch. 340, § 26; T.C.A., § 56-3527. 


56-30-128. Subscriptions for dental care for needy — Governmental or 
private contributions authorized. 


A dental service plan corporation may, in its discretion, receive and accept 
from governmental or private agencies or from other persons as defined in this 
chapter, payments covering all or part of the costs of subscriptions to provide 
dental care for needy and other individuals. However, all contracts for dental 
care shall be between the dental service plan corporation and the person to 
receive the care. 


History. 
Acts 1961, ch. 340, § 27; T.C.A., § 56-3528. 


56-30-129. Settlement of dispute or controversy by commissioner — 
Review of decision. 


Any dispute or controversy arising between a dental service plan corporation 
and any participating dentist or any dentist desiring to become a participating 
dentist, or any subscriber, or any other person whose subscription certificate 
has been cancelled, or to whom the corporation has refused to issue a 
certificate, may within thirty (30) days after the dispute or controversy arises 
be appealed to the commissioner by the person allegedly aggrieved, or a person 
or persons designated by the person. After proper notice and hearing, the 
commissioner shall make a finding, which shall be binding on any dental 
service plan corporation or agent of the corporation, subject to judicial review. 


History. 
Acts 1961, ch. 340, § 28; T.C.A., § 56-3529. 


Law Reviews. 
Administrative Law — 1961 Tennessee Sur- 
vey (Val Sanford), 14 Vand. L. Rev. 1115. 


56-30-130. Construction of chapter. 


This chapter is not to be construed as prohibiting any insurance company, 
properly qualified in this state to write accident or health or disability 
insurance, from making available any plan of dental service that may be 
approved by the commissioner under existing statutes or within the authority 
granted in this chapter, in the same manner and in the same means as granted 
to benevolent associations. 
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History. 
Acts 1961, ch. 340, § 30; T.C.A., § 56-3531. . 


56-30-131. Laws relating to practice of medicine and surgery or den- 
tistry or other insurance not affected. 


Nothing in this chapter shall be construed to modify or repeal any law or 
parts of law now in force, relating to the practice of medicine or surgery, or to 
the practice of dentistry, or to the regulation of life, accident, health or casualty 
insurance, excepting as they are inconsistent with this chapter. 


History. 
Acts 1961, ch. 340, § 31; T.C.A., § 56-3532. 


56-30-132. Nonapplicability of the Consumer Health Care Advocacy 
Act. 


Acts 1998, ch. 1033 shall not apply to dental service plans licensed under 
this chapter. 


History. general assembly members of publication of 
Acts 1998, ch. 1033, § 12. report, § 3-1-114. 


Cross-References. 
Reporting requirements satisfied by notice to 


56-30-133. Maintenance of business records by electronic means. 


Notwithstanding any other law or regulation to the contrary, a dental service 
plan corporation may maintain some or all of its business records using 
commercially acceptable electronic means. 


History. 
Acts 2001, ch. 182, § 1; 2008, ch. 656, § 1. 


56-30-134. Electronic payments for electronic claims by dental service 
plan. 


Notwithstanding any other law or rule to the contrary, a dental service plan 
that receives claims from dentists electronically may, at the option of the 
dental service plan, make payments for such claims electronically. 


History. 
Acts 2011, ch. 114, § 1. 
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License required. 

Application for license — Form — Accompanying documents — Filing fee. 
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Subscription contract — Duration — Renewal — Termination — Forfeiture of 
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Subscriptions for vision care for needy — Governmental or private contributions 
authorized. 

Settlement of dispute or controversy by commissioner — Review of decision. 

Construction of chapter. 

Laws relating to practice of medicine or surgery or optometry or other insurance not 
affected. 


56-31-101. Short title. 


This chapter shall be known and may be cited as the “Vision Service Plan 


9 


Law. 


History. 


Acts 1969, ch. 118, § 1; T.C.A., § 56-3701. 


Chapters 26-31 are referred to in § 56-1-501. 
This chapter is referred to in § 57-46-201. 


Section to Section References. 
Chapters 27-32 are referred to in § 56-7- 


2003. 


56-31-102. Chapter definitions. 


As used in this chapter, unless the context otherwise requires: 

(1) “Beneficiary” means a person designated in the subscription certificate 
referred to in subdivision (8) as entitled to the vision services referred to in 
subdivision (8); 

(2) “Commissioner” means the commissioner of commerce and insurance; 

(3) “Covered dependent” means the spouse and adult dependent or child 
of a subscriber who is named in the subscription certificate issued to the 
subscriber, and with respect to whom appropriate premium is specified in 
the certificate; 

(4) “Nonprofit vision service corporation” means any corporation orga- 
nized pursuant to this chapter for the purpose of establishing, maintaining 
and operating a nonprofit vision service plan; 
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(5) “Nonprofit vision service plan” means a plan whereby specified vision 
service is provided by a nonprofit vision service corporation to subscribers to 
the plan; 

(6) “Participating optometrist” means an optometrist duly licensed to 
practice optometry in this state who contracts in writing with a vision 
service plan corporation to perform the vision services specified in the 
subscription certificates issued by the corporation, and at rates of compen- 
sation determined by the board of directors of the corporation, and who 
agrees to abide by the bylaws, rules and regulations of the corporation 
applicable to participating optometrists; 

(7) “Person” includes a natural person, a corporation, an association, a 
common-law trust or corporation; 

(8) “Subscriber” means a person to whom a subscription certificate is 
issued by a vision care service plan corporation, which sets forth the 
beneficiaries and the kind and extent of vision service for which the 
corporation is liable to make payment; and 

(9) “Vision service” means the usual and general professional services 
rendered by persons duly licensed under the laws of this state to practice 
optometry. 


History. 
Acts 1969, ch. 118, § 2; impl. am. Acts 1971, 
ch. 187, § 2; T.C.A., § 56-3702. 


56-31-103. Nonprofit vision service corporation — Creation. 


(a) Five (5) or more optometrists duly licensed to practice under the laws of 
this state may associate themselves by written articles of association for the 
incorporation of a nonprofit vision service corporation. 

(b) A majority of the directors of each nonprofit vision service corporation 
must at all times be optometrists duly licensed to practice under the laws of 
this state. 

(c) The laws of this state relative to insurance companies or to the business 
of insurance, and acts in amendment of these laws or in addition to these laws 
shall not apply to any nonprofit vision service corporation unless expressly so 
provided in these laws or acts. 


History. 
Acts 1969, ch. 118, § 3; T.C.A., § 56-3703. 


56-31-104. Articles of incorporation — Approval by commissioner. 


The articles of incorporation of the corporation, or amendments to the 
articles, shall be submitted to the commissioner and shall be subject to the 
commissioner’s approval, which shall be endorsed on the articles, before filing 
with the secretary of state. 


History. 
Acts 1969, ch. 118, § 4; T.C.A., § 56-3704. 
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56-31-105. Board of directors. 


A vision service plan corporation shall consist of a board of directors of such 
number, grouped in such reasonable classes, as the bylaws of the corporation, 
as approved by the commissioner, provide. 


History. 
Acts 1969, ch. 118, § 5; T.C.A., § 56-3705. 


56-31-106. Restrictions on right to establish and operate plan. 


It is unlawful for any person except a vision service plan corporation, 
incorporated in accordance with this chapter, and operating in accordance with 
authority from the commissioner, or a nonprofit corporation organized under 
chapter 27, 28 or 29 of this title, or an insurance company properly qualified in 
this state to write accident, health or disability insurance, to establish, 
maintain or operate a vision service plan, or to solicit subscribers to or enter 
into contracts with respect to a vision service plan. 


History. 
Acts 1969, ch. 118, § 7; T.C.A., § 56-3706. 


56-31-107. Participating optometrists — Right to become — Method of 
diagnosis and treatment unrestricted — Private optom- 
etrist-patient relationship — Maintenance. 


Every optometrist licensed to practice in this state under title 63, chapter 8, 
has the right to become a participating optometrist in the vision service plan 
corporation operating in the county in which the optometrist resides or 
practices. A vision service plan corporation shall impose no restrictions on the 
optometrists who treat its subscribers as to methods of diagnosis or treatment. 
The private optometrist-patient relationship shall be maintained, and a 
subscriber shall at all times have free choice of any optometrist who is a 
participating optometrist in the corporation and who agrees to accept a 
particular beneficiary as a patient. 


History. 
Acts 1969, ch. 118, § 8; T.C.A., § 56-3707. 


56-31-1008. Agreements with participating optometrists. 


A vision service plan corporation may enter into agreements with optom- 
etrists qualified as set out in this chapter, under the terms of which the 
optometrists may become participating optometrists in a plan operated by the 
corporation, and may make payments to the optometrists that have accrued to 
them by reason of services performed by them under the plan on behalf of the 
corporation. 


History. 
Acts 1969, ch. 118, § 9; T.C.A., § 56-3708. 
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56-31-109. License required. 


No corporation subject to this chapter may issue contracts until the 
commissioner has, by formal license, authorized it to do so. 


History. 
Acts 1969, ch. 118, § 10; T.C.A., § 56-3709. 


56-31-110. Application for license — Form — Accompanying docu- 
ments — Filing fee. 


Applications for licenses shall be made on forms approved by the commis- 
sioner, containing information that the commissioner deems necessary. Every 
application for a license shall be accompanied by copies of the following 
documents: 

(1) A certified copy of its charter or certificate of incorporation; 

(2) Acopy of its bylaws certified by the secretary and the president of the 
corporation; 

(3) The proposed contract between the corporation and the participating 
optometrists showing the terms under which vision care services are to be 
furnished to subscribers; 

(4) Subscription contracts to be issued to subscribers showing a table of 
the rates to be charged and the benefits to which they are entitled; 

(5) A statement of the county or counties in which the corporation 
proposes to operate vision service plans; 

(6) A statement of its financial condition and business in such form and 
detail as the commissioner requires, signed and sworn to by the president 
and secretary, and payment of the sum of twenty-five dollars ($25.00) for 
filing of the statement; | 

(7) Acopy of any proposed prospectus and advertising material to be used 
in solicitation of contracts; and 

(8) Proof satisfactory to the commissioner that in the county or counties in 
which the corporation proposes to operate, fifty-one percent (51%) or more of 
the resident optometrists of that county have agreed to render vision 
services for which the corporation agrees to pay, or that at least twenty-five 
percent (25%) of the optometrists duly licensed to practice in this state have 
agreed to render vision services for corporations organized or to be organized 
pursuant to this chapter. 


History. 
Acts 1969, ch. 118, § 11; T.C.A., § 56-3710. 


56-31-111. Issuance of license — Prerequisites. 


The commissioner shall issue a license upon compliance with this chapter, 
and other proper requirements of the commissioner, and upon being satisfied 
that: 

(1) All items required to be filed are in proper form, as required by this 
chapter, and meet the approval of the commissioner; 

(2) The applicant is established as a bona fide vision service plan 
corporation, and the service rendered by the corporation is not an unneces- 
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sary duplication of similar services in the community served, and is 
desirable for public necessity and convenience, and a fair opportunity has 
been given to all duly licensed optometrists in the area to be served to 
become participating optometrists; 

(3) The solicitations of contracts by the corporation and its conditions or 
methods of operation are fair and reasonable; 

(4) The rates charged are fair, reasonable, adequate and not unfairly 
discriminatory, and the benefits to be provided are fair, reasonable and not 
unfairly discriminatory. The rates may differ between subscribers in recog- 
nized groups and subscribers not in groups, all subject to the approval of the 
commissioner; 

(5) The amount of money actually available for working capital is suffi- 
cient to carry all acquisition costs and operating expenses for a period of at 
least six (6) months from the date of the issuance of the certificate, or two 
thousand five hundred dollars ($2,500), whichever amount is larger. Repay- 
ment of any working capital obtained through loans, and payment of any 
interest thereon, shall be permitted only after adequate provisions have 
been made for operating expenses, payments to participating optometrists 
and the establishment of legal reserves and other reserves that may be 
required by the commissioner; 

(6) Every vision service corporation shall maintain at all times proper 
reserves, subject to the approval of the commissioner, for unearned subscrip- 
tion fees and unearned premiums, and for unpaid vision service bills. In 
addition, a contingency reserve shall be accumulated annually at the rate of 
not less than two and one half percent (2.5%) of net premium income. When 
the contingency reserves equal seventy-five thousand dollars ($75,000), or 
fifty-five percent (55%) of the annual premium income, whichever is higher, 
further accumulations may be discontinued for any length of time not 
required to meet the requirements of this subdivision (6); 

(7) In the county or counties or areas in which a corporation proposes to 
operate, fifty-one percent (51%) or more of the resident optometrists have 
agreed to render vision services for which the corporation agrees to pay, or 
that at least twenty-five percent (25%) of the optometrists duly licensed to 
practice in this state have agreed to render vision services for corporations 
organized or to be organized pursuant to this chapter; and 

(8) A provision has been made in the subscription contract authorizing 
vision services other than by participating optometrists, in which case 
money benefits shall be provided as specified in the subscription contract, 
and approved as fair by the commissioner. The certificate of authority issued 
by the commissioner to operate a vision service plan or plans will be limited 
by the commissioner to the contracts and practices approved by the commis- 
sioner, and may be further limited to the county or counties or areas that the 
commissioner deems in the public interest. 


History. 
Acts 1969, ch. 118, § 12; T.C.A., § 56-3711. 
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56-31-112. Investment of funds. 


The funds of the vision service corporations subject to this chapter shall be 
invested only in securities permitted by the laws of this state for the 
investment of assets of life insurance companies. 


History. 
Acts 1969, ch. 118, § 13; T.C.A., § 56-3712. 


56-31-113. Expenses — Limitation. 


All acquisition and administrative expenses incurred in connection with the 
vision service corporation shall at all times be limited to a percentage of its 
total net premiums as set and approved by the commissioner. 


History. 
Acts 1969, ch. 118, § 14; T.C.A., § 56-3713. 


56-31-114. Purchase of liability insurance authorized. 


A vision service plan corporation is authorized to purchase a contract of 
insurance protecting the corporation or any officer or employee of the corpo- 
ration or any optometrist from liability for injuries resulting from negligence, 
misfeasance, malfeasance, nonfeasance or health care liability on the part of 
any officer or employee of the corporation, or on the part of any optometrist in 
the course of rendering vision services to beneficiaries. 


History. 
Acts 1969, ch. 118, § 15; T.C.A., § 56-3714; 
Acts 2012, ch. 798, § 25. 


56-31-115. Financial and statistical records. 


Every vision service plan corporation shall maintain adequate financial and 
statistical records in reasonable uniformity with accounting plans and statis- 
tical requirements of the annual statement blank required by the commis- 
sioner. 


History. 
Acts 1969, ch. 118, § 16; T.C.A., § 56-3715. 


56-31-116. Annual statement — Form — Filing fee. 


Every vision service plan corporation shall annually, on or before March 1, 
file in the office of the department a statement of its operations for the calendar 
year, showing financial conditions as of December 31, then next preceding, in 
such form and content as the commissioner prescribes, signed and sworn to by 
its president and secretary, or other proper officers, and shall pay for the filing 
of the statement the sum of fifteen dollars ($15.00). 


History. Section to Section References. 
Acts 1969, ch. 118, § 17; impl. am. Acts 1971, This section is referred to in §§ 56-2-305, 
chs, ST EC AGr$"56-5 716: 56-46-201. 
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56-31-117. Examination — Rehabilitation or liquidation. 


The commissioner has the same authority to examine vision service plan 
corporations as is granted to the commissioner for the examination of life and 
accident and health insurance companies, and has the same authority for the 
correction, rehabilitation or liquidation of vision service plan corporations as is 
now provided by law for life and health and accident companies. 


History. 
Acts 1969, ch. 118, § 18; T.C.A., § 56-3717. 


56-31-118. Fees and taxes. 


Every vision service plan corporation, or its agents, subject to this chapter, 
is subject to the fees and taxes as prescribed for life and health and accident 
insurance companies and agents of the insurance companies doing business in 
this state. It is not the purpose of this chapter to discriminate in favor of the 
vision service plan corporations. 


History. 
Acts 1969, ch. 118, § 19; T.C.A., § 56-3718. 


56-31-119. License renewal — Agent’s certificate of authority. 


All licenses authorizing vision service plan corporations to transact business 
in this state shall be renewable on April 1 of each year, subject to the approval 
of the commissioner. The vision service plan corporations licensed to do 
business in this state under this chapter shall obtain from the commissioner a 
certificate of authority for every agent writing or soliciting vision service plan 
contracts for the corporation in this state, and the certificate shall be 
renewable January 1 of each year, subject to applicable sections of the 
insurance laws, including the revenue law of this state for life and health and 
accident insurance agents. 


History. 
Acts 1969, ch. 118, § 20; T.C.A., § 56-3719. 


56-31-120. Orders of commissioner — Publication of regulations — 
Subscription contracts — Rates. 


After the issuance of a certificate of authority, the commissioner shall be 
empowered to issue orders or to publish regulations necessary for the proper 
enforcement of this chapter that the commissioner deems to be in the public 
interest. The published regulations of the commissioner shall have the effect of 
statute, and shall include, in particular, powers of regulating the form of 
subscription contracts and requirements of the contracts and prohibited 
provisions in the contracts, and all other matters requiring further definition 
or clarification within the requirements of this chapter. The commissioner has 
the authority to regulate rates as required by statutes now in force or 
hereinafter enacted by the general assembly. 


History. 
Acts 1969, ch. 118, § 21; T.C.A., § 56-3720. 
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56-31-121. Suspension or cancellation of license — Withdrawal of 
approval of documents — Revocation and amendment of 
certificate, order, authority or consent. 


(a) The commissioner has the authority to suspend or cancel the license of 
any vision service plan corporation or any agent of the corporation for violation 
of this chapter or violation of the insurance laws that may apply and that are 
not in conflict with this chapter, after proper legal notice and a hearing, which 
action of the commissioner shall be subject to judicial review. The commis- 
sioner has the authority, after the issuance of a certificate of authority, to 
withdraw approval, previously granted, of any document required to be filed 
with the department under any section of this chapter. In addition, the 
commissioner has the authority to require a vision service plan corporation to 
solicit in a manner required by agents’ licensing laws, and to fulfill contracts 
approved by the commissioner, to utilize soliciting methods provided by this 
chapter, or by other insurance laws, to operate in a county or counties or area 
different from those to which the certificate of authority was granted, and to 
comply with all other orders and regulations of the commissioner. 

(b) The commissioner has the power and authority to revoke and amend, 
after reasonable notice and hearing, any certificate, order, authority or consent 
made by the commissioner to a vision service plan corporation, and may also 
cancel or suspend the authority of the corporation to transact business in any 
particular county or counties or area if the commissioner finds that less than 
fifty-one percent (51%) of the eligible licensed optometrists practicing in that 
county are participating optometrists and that less than twenty-five percent 
(25%) of the optometrists duly licensed to practice in this state have agreed to 
render vision services for corporations organized or to be organized pursuant 
to this chapter. 


History. 
Acts 1969, ch. 118, § 22; T.C.A., § 56-8721. 


56-31-122. Revocation of license for violation of chapter. 


A vision service plan corporation that neglects to make and file its annual 
statement in the form and within the time provided by this chapter, or neglects 
to reply in writing to the inquiries of the commissioner within a reasonable 
time as specified by the commissioner, or who otherwise violates this chapter, 
shall be subject to revocation of license after proper notice and right of hearing. 
Any agent or solicitor who violates this chapter or any written order or official 
regulation of the commissioner shall be subject to revocation of license after 
due notice and right of hearing. 


History. 
Acts 1969, ch. 118, § 23; T.C.A., § 56-3722. 


56-31-123. Review of order of commissioner — Writ of certiorari. 


A review of any order made by the commissioner pursuant to this chapter 
may be had in the circuit court of Davidson County, upon a writ of certiorari. 
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Application for the writ shall be made within thirty (30) days after the entry of 
the order by the commissioner. 


History. 
Acts 1969, ch. 118, § 24; T.C.A., § 56-3723. 


56-31-124. Subscription contracts — Right to enter — Rates — Profes- 
sional relationship. 


Each nonprofit vision service corporation may contract with its subscribers 
for vision services that may be from time to time provided under the nonprofit 
vision service plan adopted by the corporation. The rates charged by the 
nonprofit vision service corporation to its subscribers shall be consistent with 
the proper conduct of its business and the interest of the public and shall be 
subject to the approval of the commissioner. Nothing contained in this chapter 
or in any nonprofit vision service plan shall affect the ordinary professional 
relationship between the person rendering vision services under the plan and 
the subscriber to whom the services are rendered, and no action based upon or 
arising out of the relationship or relating to vision services rendered pursuant 
to a nonprofit vision service plan shall be maintained against the nonprofit 
vision service corporation operating the plan. 


History. 
Acts 1969, ch. 118, § 6; T.C.A., § 56-3724. 


56-31-125. Subscription contract — Duration — Renewal — Termina- 
tion — Forfeiture of membership — Deferment of incep- 
tion coverage. 


Every subscription contract made by a vision service plan corporation shall 
provide for the payment of vision services for a minimum period of twelve (12) 
months from the date of issue of the subscription certificate. The contract may 
provide that it shall be subject to renewal thereafter from year to year unless 
there has been one (1) month’s prior written notice of termination by the vision 
service plan corporation. A subscriber shall forfeit membership upon failure to 
renew the contract, or upon voluntary resignation. During the first contract 
year, the contract may provide that the inception coverage may be deferred for 
not more than two (2) months from date of issue of the contract. 


History. 
Acts 1969, ch. 118, § 25; T.C.A., § 56-3725. 


56-31-126. Subscription contract — Form — Certificate furnished sub- 
scriber — Provisions. 


(a) Every contract entered into by a vision service plan corporation with a 
subscriber shall be in writing, and a certificate stating the terms and 
conditions of the contract shall be furnished to the subscriber. No subscription 
certificate shall be issued unless it contains the following provisions, and any 
other applicable provisions that may be required by this chapter or other 
applicable laws of this state: 

(1) A statement of the amounts payable to the corporation by the sub- 
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scribers and the times at which the amounts shall be paid; 

(2) Astatement of the nature of the vision services to be paid for and the 
period during which the certificate is effective; and if there are any types of 
vision services to be excepted, with the approval of the commissioner, a 
detailed statement of the exceptions printed as specified in § 56-31-127; 

(3) A statement of the terms or conditions, if any, upon which the 
certificate may be cancelled or otherwise terminated at the option of either 
party; 

(4) A statement that the subscription and certificate constitute the 
contract between the corporation and the subscriber, and include the 
endorsements and attached papers, if any, and contain the entire contract; 

(5) Astatement that no statement by the subscriber in an application for 
a certificate shall void the contract or be used in any legal proceedings under 
the contract, unless the application or an exact copy of the application is 
included in or attached to the certificate, and that no agent or representative 
of the corporation, other than an officer or officers designated in the 
certificate, is authorized to change the contract or waive any of its 
provisions; 

(6) A statement that if the subscriber defaults in making any payment 
under the certificate, the subsequent acceptance of a payment by the 
corporation or by its duly authorized agent shall reinstate the certificate, but 
the reinstatement shall not cover the costs of vision services incurred during 
the period of ten (10) days after date of the acceptance; 

(7) Astatement of the period of grace that will be allowed a subscriber for 
making any payment due under the contract. The grace period shall not be 
less than ten (10) days during the first contract year, and thereafter shall not 
be less than thirty (30) days; 

(8) A statement authorizing vision service other than by participating 
optometrists in cases of emergency or when consented to by the vision 
service plan corporation, or when the subscriber requires vision services 
outside the county or counties or area served by the vision service plan 
corporation, in which case money benefits shall be provided as optional and 
as specified in the subscriber’s contract and approved by the commissioner. 
The money benefits shall be so payable whether the vision service is 
performed by nonparticipating optometrists or by physicians. Otherwise, a 
statement that indemnity in the form of cash will not be paid to any 
subscriber except in reimbursements paid by the subscriber to an optom- 
etrist for which the corporation was liable at the time of the payment; and 

(9) Other statements that may be required by published regulations of the 
commissioner. 

(b) In lieu of the certificate referred to in subsection (a), the vision service 
plan corporation may furnish the subscriber with a descriptive brochure 
containing the provisions mentioned in subsection (a). 


History. 
Acts 1969, ch. 118, § 26; T.C.A., § 56-3726. 
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56-31-127. Form of subscription certificate. 


In every subscription certificate or descriptive brochure referred to in this 
chapter: 

(1) All printed portions shall be plainly printed in type of which the face 
is not smaller than ten-point type; 

(2) There shall be a brief description of the subscription certificate on its 
first page and on the back in type not smaller than fourteen-point type. The 
description shall not be broader than the coverage granted in the contract; 

(3) The exceptions of the contract shall appear with the same prominence 
in the certificate as the benefits of the contract, and reference to the 
exceptions shall be specifically made in the insuring clause; and 

(4) Ifthe contract contains any provisions purporting to make any portion 
of the articles of incorporation or of the bylaws of the corporation a part of 
the contract, that portion shall be set forth in full in the subscription 
certificate. 


History. Section to Section References. 
Acts 1969, ch. 118, § 27; T.C.A., § 56-3727. This section is referred to in § 56-31-126. 


56-31-128. Subscriptions for vision care for needy — Governmental or 
private contributions authorized. 


A vision service plan corporation may, in its discretion, receive and accept 
from governmental or private agencies or from other persons payments 
covering all or part of the costs of subscriptions to provide vision care for needy 
and other individuals. 


History. 
Acts 1969, ch. 118, § 28; T.C.A., § 56-3728. 


56-31-129. Settlement of dispute or controversy by commissioner — 
Review of decision. 


Any dispute or controversy arising between a vision service plan corporation 
and any participating optometrist, or any optometrist desiring to become a 
participating optometrist, or any subscriber, or any other person whose 
subscription certificate has been cancelled, or to whom the corporation has 
refused to issue a certificate, may, within thirty (30) days after the dispute or 
controversy arises, be appealed to the commissioner, by the person allegedly 
aggrieved, or a person or persons designated by that person. After proper 
notice and hearing, the commissioner shall make a finding, which shall be 
binding on any vision service plan corporation or agent of the corporation, 
subject to judicial review. 


History. 
Acts 1969, ch. 118, § 29; T.C.A., § 56-3729. 


56-31-130. Construction of chapter. 


This chapter is not to be construed as prohibiting any insurance company, 
properly qualified in this state to write accident or health or disability 
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insurance, from making available any plan of vision service that may be 
approved by the commissioner under existing statutes or within the authority 
granted to benevolent associations. 


History. 
Acts 1969, ch. 118, § 30; T.C.A., § 56-3730. 


56-31-131. Laws relating to practice of medicine or surgery or optom- 
etry or other insurance not affected. 


Nothing in this chapter shall be construed to modify or repeal any law, or 
parts of law, now in force relating to the practice of medicine or surgery, or to 
the practice of optometry, or to the regulation of life, accident, health or 
casualty insurance, except as it is inconsistent with this chapter. 


History. 
Acts 1969, ch. 118, § 31; T.C.A., § 56-3731. 


CHAPTER 32 
HEALTH MAINTENANCE ORGANIZATION ACT OF 1986 


Section 

56-32-101. Short title. 

56-32-102. Chapter definitions. 

56-32-103. Certificate of authority — Applications — Applicants — Exemptions — Excess or 
aggregate insurance. 

56-32-104. Issuance of certificate of authority. 

56-32-105. Powers — Limitations — Hold harmless clause. 

56-32-106. Fiduciaries — Bonds. 

56-32-107. Evidence of coverage. 

56-32-108. Reports. 

56-32-109. Notice of change in operation. 

56-32-110. [Repealed.] 

56-32-111. Investments. 

56-32-112. Capital requirements — Required deposits. 

56-32-1138. Prohibited practices. 

56-32-114. Licensing of agents. 

56-32-115. Regulation by commissioner — Examination of books and records. 

56-32-116. Revocation or suspension of certificates. 

56-32-117. Rehabilitation, liquidation, conservation or supervision of HMOs. 

56-32-118. Rules and regulations — Notice of hearing for denial, revocation or suspension of 
certificates — Administrative procedure. 

56-32-119. Fees. 

56-32-120. Administrative penalty — Cease and desist orders — Injunctions. 

56-32-121. Applicability of other laws — Construction. 

56-32-122. Acquisition of control of or merger of an HMO. 

56-32-123. Bidding. 

56-32-124. Taxation. 

56-32-125. Confidentiality of information. 

56-32-126. Prompt payment requirements. 

56-32-127. [Repealed.] 

56-32-128. Point of service option or preferred provider organization plan. 

56-32-129. Prohibited discrimination. 

56-32-130. Prohibited retaliatory action. | 

56-32-131. Verification of health benefit delivery — Annual review — Survey of persons disen- 
rolled by the TennCare program. 

56-32-132. Investigatory powers of the department of commerce and insurance. 

56-32-133. [Repealed.] 

56-32-134. Required information for verification and audit purposes. 
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Section 
56-32-135. Confidentiality. 
56-32-136. Violation and penalty. 
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56-32-102 


56-32-137. Discrimination prohibited — Coverage not created. 
56-32-138. Payment of authorized pharmacy claims — Corrections by pharmacy. 


56-32-101. Short title. 


This chapter shall be known and may be cited as the “Health Maintenance 


Organization Act of 1986.” 


History. 
Acts 1986, ch. 713, § 1; T.C.A. § 56-32-201. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 


Compiler’s Notes. 

Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 
§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch. 202, § 1; 1981, ch. 262, § 1; 1983, ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 


Section to Section References. 

Chapters 27-32 are referred to in § 56-7- 
2003. 

This chapter is referred to in §§ 4-3-1016, 
8-27-1083, 56-1-801, 56-7-2353, 56-11-107, 56- 


56-32-102. Chapter definitions. 


46-201, 56-51-102, 56-51-125, 56-51-154, 63-6- 
204, 63-51-110, 63-51-111, 68-11-205, 71-5-103. 


Law Reviews. 

Constitutional Issues Raised by States’ Ex- 
clusion of Fertility Drugs from Medicaid Cover- 
age in Light of Mandated Coverage of Viagra, 
54 Vand. L. Rev. 359 (2001). 

Health Care Reform Through Medicaid Man- 
aged Care: Tennessee (TennCare) as a Case 
Study and a Paradigm, 53 Vand. L. Rev. 125 
(2000). 

Health Maintenance Organizations and Fed- 
eral Law: Toward a Theory of Limited Reform- 
mongering (Philip C. Kissam, Ronald M. John- 
son), 29 Vand. L. Rev. 1163. 

Managed Care Liability: The Coming Wave 
in Medical Malpractice (Stephen E. Roth and 
Jeffrey H. Wicks), 36 No. 6 Tenn. B.J. 14 (2000). 

The Brief Life of the Gag Clause: Why Anti- 
Gag Clause Legislation Isn’t Enough, 67 Tenn. 
L. Rev. 1 (1999). 


As used in this chapter, unless the context otherwise requires: 
(1) For the purposes of regulating an HMO that participates in the 


TennCare program under Title XIX of the Social Security Act (42 U.S.C. 
§ 1396 et seq.), or any successor to the TennCare program, “affiliate” means 
any entity that exercises control over or is controlled by the HMO, directly or 
indirectly through: 

(A) Equity ownership of voting securities; 

(B) Common managerial control; or 

(C) Collusive participation by the management of the HMO and affiliate 

in the management of the HMO or the affiliate; 

(2) “Basic health care services” means all those health services that a 
defined population might reasonably require in order to be in good health, 
including as a minimum, but not limited to, emergency care, inpatient 
hospital and physician care, ambulatory physician care and outpatient 
preventative medical services. In addition, an HMO that participates in the 
TennCare program under Title XIX of the Social Security Act (42 U.S.C. 
§ 1396 et seq.), or any successor to the TennCare program, “basic health care 
services” includes, but is not limited to, services made necessary as the 
result of Title XIX federal programs or waivers for which TennCare is 
primarily responsible for implementation or enforcement; 
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(3) “Coinsurance” means an enrollee’s share of covered medical expenses 
when an enrollee and the HMO share in a specific ratio of the covered 
medical expenses; provided, however, that coinsurance shall not expand the 
ability of an HMO to offer out-of-network benefits except as otherwise 
provided in this chapter; 

(4) “Commissioner” means the commissioner of commerce and insurance; 

(5) “Enrollee” means an individual who is enrolled in an HMO; 

(6) “Evidence of coverage” means any certificate, agreement or contract 
issued to an enrollee setting out the coverage to which the enrollee is 
entitled; 

(7) “Health care services” means any services included in the furnishing 
to any individual of medical or dental care, or hospitalization, or incidental 
to the furnishing of the care or hospitalization, as well as the furnishing to 
any person of any and all other services for the purpose of preventing, 
alleviating, curing, or healing human illness, injury or physical disability; 

(8) “Health maintenance organization (HMO)” means any person that 
undertakes to provide or arrange for basic health care services to enrollees 
on a prepaid basis. The HMO may provide physician services directly 
through physician employees or under arrangements with individual phy- 
sicians or a group or groups of physicians. The HMO may also provide or 
arrange for other health care services on a prepayment or other financial 
basis. Additionally, the HMO may provide or arrange for basic health care 
services on a prepayment or other financial basis with physician-hospital 
organizations; by so doing, the physician-hospital organization is not 
deemed to be an insurer or HMO; 

(9)(A) “Person” means any natural or artificial person including, but not 

limited to, an individual, partnership, association, trust or corporation; 

(B) For the purposes of regulating an HMO that participates in the 

TennCare program under Title XIX of the federal Social Security Act (42 

U.S.C. § 1396 et seq.), or any successor to the TennCare program, “person” 

includes an individual, insurer, company, association, organization, 

Lloyds, society, reciprocal insurer or interinsurance exchange, partner- 

ship, syndicate, business trust, corporation, agent, general agent, broker, 

solicitor, service representative, adjuster, and every legal entity; 

(10) “Physician-hospital organization” means an organization formed to 
allow hospitals and physicians to jointly obtain provider contracts with 
HMOs and other payers of health care benefits. The organization may obtain 
direct aggregate or excess stop-loss insurance coverage; 

(11) “Provider” means any physician, hospital or other person that is 
licensed or otherwise authorized in this state to furnish health care services; 
and 

(12) “Uncovered expenditures” means the costs of health care services 
that are covered by an HMO for which an enrollee would also be liable in the 
event of the organization’s insolvency. 


History. Code Commission Notes. Former part 2, 

Acts 1986, ch. 713, § 2; 1995, ch. 221, §§ 2,3; §§ 56-32-201 — 56-32-238, was redesignated 
1999, ch. 322, § 3; 2001, ch. 151, § 1; T.C.A. as part 1, §§ 56-32-101 — 56-32-1388, by the 
§ 56-32-202; Acts 2009, ch. 579, § 19. code commission in 2008. 
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Compiler’s Notes. 

Acts 1995, ch. 221, § 6 provided that nothing 
in the act shall be construed to affect corporate 
practice of medicine or to affect in any way the 
provisions of § 68-11-205, § 63-6-204(a)(1) or 
§ 63-6-225. 

Acts 1999, ch. 322, § 8, provided that noth- 
ing in the amendment by that act adding (11) 
and (12) shall be construed to designate as 
confidential any information required to be 
disclosed under the provisions of Acts 1999, ch. 
379. If, during an examination or investigation 
under the provisions of this act by the depart- 
ment of commerce and insurance of a health 
maintenance organization, any affiliate or par- 
ent of a health maintenance organization, the 
department discovers that a disclosure re- 
quired to be made under the provisions of Acts 
1999, ch. 379 was not made, then the commis- 
sioner of commerce and insurance shall disclose 
to the commissioner of health such information 
required under such act within fifteen (15) days 
of making such discovery. 

Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 
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56-32-103 


§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch. 202, § 1; 1981, ch. 262, § 1; 1983, ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 

Acts 2009, ch. 579, § 1 provided that the title 
of the act is, and may be cited as, the Critical 
Adult Care Home Act of 2009. 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


Section to Section References. 
This section is referred to in §§ 56-2-201, 
56-7-2902, 56-32-104, 56-32-134. 


Collateral References. 

Liability of health maintenance organiza- 
tions (HMOs) for negligence of member physi- 
cians. 51 A.L.R.5th 271. 

Liability of third-party health-care payor for 
injury arising from failure to authorize re- 
quired treatment. 56 A.L.R.5th 737. 


56-32-103. Certificate of authority — Applications — Applicants — 
Exemptions — Excess or aggregate insurance. 


(a) Notwithstanding any law of this state to the contrary, any person may 
apply to the commissioner for and obtain a certificate of authority to establish 
and operate an HMO in compliance with this chapter. No person shall 
establish or operate an HMO in this state without obtaining a certificate of 
authority under this chapter. A foreign corporation may qualify under this 
chapter, subject to its registration to do business in this state as a foreign 
corporation. 

(b) Each application for a certificate of authority shall be verified by an 
officer or authorized representative of the applicant, shall be in a form 
prescribed by the commissioner, and shall set forth or be accompanied by the 
following: 

(1) A copy of the organizational documents of the applicant, such as the 
articles of incorporation, articles of association, partnership agreement, 
trust agreement or other applicable documents, and all amendments to 
those documents; 

(2) A copy of the bylaws, rules and regulations, or similar document, if 
any, regulating the conduct of the internal affairs of the applicant; 

(3) A list of the names, addresses and official positions of the persons who 
are to be responsible for the conduct of the affairs of the applicant, including 
all members of the board of directors, board of trustees, executive committee 
or other governing board or committee, the principal officers in the case of a 
corporation, and the partners or members in the case of a partnership or 
association; 

(4) A copy of any contract made or to be made between any providers or 
persons listed in subdivision (b)(3) and the applicant; 

(5) Acopy of the form of evidence of coverage to be issued to the enrollees; 
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(6) A copy of the form or group contract, if any, that is to be issued to 
employers, unions, trustees or other organizations; : 

(7) Financial statements showing the applicant’s assets, liabilities, and 
sources of financial support using the official blank form for HMOs pre- 
scribed by the National Association of Insurance Commissioners; 

(8) A description of the proposed method of marketing, a financial plan 
that includes a projection of operating results anticipated until the organi- 
zation has had net income for at least two (2) years, and a statement as to the 
sources of working capital as well as any other sources of funding; 

(9) A power of attorney duly executed by the applicant, if not domiciled in 
this state, appointing the commissioner and the commissioner’s successors 
in office, and duly appointed deputies, as the true and lawful attorney of the 
applicant in and for this state upon whom all lawful process in any legal 
action or proceeding involving the HMO on a cause of action arising in this 
state may be served; 

(10) Astatement reasonably describing the geographic area or areas to be 
served; 

(11) A description of the complaint procedure to be utilized pursuant to 
the Tennessee Health Carrier Grievance and External Review Procedure 
Act, compiled in chapter 61 of this title; and 

(12) Other information the commissioner may require to make the deter- 

mination required in § 56-32-104. 
(c)(1) An applicant or an HMO holding a certificate of authority granted 
under this section shall, unless otherwise provided for in this chapter, file a 
notice describing any material modification of the operation set out in the 
information required by subsection (b). The notice shall be filed with the 
commissioner prior to the modification. If the commissioner does not 
disapprove of the modification within thirty (30) days of filing, the modifi- 
cation shall be deemed approved. 

(2)(A) Significant expansions of an HMO’s enrollee population shall be 

considered a material modification under subdivision (c)(1), necessitating 

the filing of: 

(i) Current financial statements showing the HMO’s assets, liabili- 
ties, and sources of financial support using the official blank form for 
HMOs prescribed by the National Association of Insurance Commission- 
ers, as required by subdivision (b)(7); 

(ii) A description of the proposed plan of marketing, a financial plan 
that includes a projection of operating results anticipated for the two (2) 
years following the addition of the new enrollees, and a statement as to 
the sources of working capital as well as any other sources of funding, all 
as required by subdivision (b)(8); and 

(iii) Any other information required to be filed by subsection (b) that, 
as a result of the expansion of the HMO’s enrollee population, has been 
materially modified. 

(B) This information shall be filed with, and reviewed by, the commis- 

sioner as delineated in subdivision (c)(1). 

(C) For purposes of this subsection (c), expansions of an HMO’s enrollee 
population that do not exceed ten percent (10%) of the HMO’s existing 
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enrollee population in any six-month period shall not be considered a 
significant expansion of the HMO’s enrollee population. 

(d) An applicant or an HMO holding a certificate of authority granted under 
this section shall file all contracts of excess or aggregate insurance with the 
commissioner. Any agreement between the organization and an insurer shall 
be subject to the laws of this state regarding excess and aggregate insurance. 

(e) An applicant must demonstrate to the commissioner of health or the 
commissioner’s designee proof of capability to provide basic health care 
services efficiently, effectively and economically. The applicant shall meet the 
network adequacy requirements established pursuant to § 56-7-2356. The 
commissioner of health shall report the commissioner’s findings to the com- 
missioner of commerce and insurance, who may then deny the application for 
a certificate of authority, as provided in §§ 56-32-104 and 56-32-118(b). 

(f) The commissioner shall issue a temporary certificate of authority to any 
entity that provides or pays for medical services provided to recipients of 
medical assistance, as defined by § 71-5-103, in exchange for a premium or 
subscription charge paid by the medical assistance program pursuant to the 
Medical Assistance Act, compiled in title 71, chapter 5, part 1, upon submission 
by the entity of an application for a certificate of authority as provided for in 
this chapter. The temporary certificate of authority shall not be issued to any 
entity that provides or pays for medical services on a per capita prepayment 
basis to any person not receiving medical services through the medical 
assistance program. The temporary certificate shall be valid for a period not to 
exceed one (1) year or until a certificate of authority is issued, whichever occurs 
first. The authority that allows payment under the Medical Assistance Act 
shall be extended to be concurrent with the temporary certificate of authority 
or until a new authority of payment is authorized by the medicaid agency. 


History. 

Acts 1986, ch. 718, § 3; 1987, ch. 454, § 1; 
1997, ch. 60, § 1; 1998, ch. 1033, § 4; 2000, ch. 
708, § 4; T.C.A. § 56-32-2038; Acts 2010, ch. 
980, § 29. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 


Compiler’s Notes. 

Benefits under the TennCare program may 
also be available. See the cross reference notes 
for enabling legislation. 

Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 
§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 


ch. 202, § 1; 1981, ch. 262, § 1; 1983, ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 


Cross-References. 

Reporting requirements satisfied by notice to 
general assembly members of publication of 
report, § 3-1-114. 

TennCare enabling bills, Acts 1998, ch. 358, 
codified in §§ 71-5-102 — 71-5-106 and 71-5- 
134. 


Section to Section References. 
This section is referred to in §§ 56-32-104, 
56-32-116. 


56-32-104. Issuance of certificate of authority. 


(a) Issuance of a certificate of authority shall be granted upon payment of 
the application fee prescribed in § 56-32-119, if the commissioner is satisfied 


that the following conditions are met: 


(1) Persons responsible for the conduct of the affairs of the applicant are 
competent, trustworthy and possess good reputations; 
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(2) The HMO will effectively provide or arrange for the provision of basic 
health care service on a prepaid basis through insurance or otherwise, 
except to the extent of reasonable enrollee cost sharing requirements such as 
copayments, deductibles or coinsurance; provided, however, that for basic 
health care services through participating network providers, the amount of 
coinsurance paid by the enrollee shall not exceed twenty percent (20%); 

(3) The HMO is financially responsible, and may reasonably be expected 
to meet its obligations to enrollees and prospective enrollees. In making this 
determination, the commissioner may consider: 

(A) The financial soundness of the arrangements for health care ser- 
vices in the schedule of charges used in connection with the health care 
service; 

(B) The adequacy of working capital; 

(C) Any agreement with an insurer, a hospital medical services corpo- 
ration, a government, or any other organization for insuring the payment 
of cost for health care services or the provisions for automatic applicability 
of an alternative coverage in the event of discontinuance of the HMO; 

(D) Any agreement with providers for the provision of health care 
services; 

(E) In the event the HMO enters into an agreement with any physician- 
hospital organization, or any other provider, provider group, or provider 
network, for the provision of healthcare services on a prepayment basis or 
other risk sharing basis, the commissioner may not disallow the agree- 
ment on the basis that it transfers risk to the physician-hospital organi- 
zation or other provider, provider group or provider network; or transfers 
the risk of payment for services to the physician-hospital organization or 
other provider, provider group or provider network; provided, that the 
HMO shall: 

(i) Remain contractually responsible to its enrollees; 

(ii) Enter into contractual arrangements utilizing contract provisions 
and arrangements that ensure compliance with applicable federal law, 
rule, regulation or waivers, including federal requirements; and 

(iii) Assure the physician-hospital organizations, providers, provider 
groups, or provider networks that are at substantial financial risk 
obtain either aggregate or per-patient stop-loss protection insurance 
coverage for the healthcare services included in the scope of the 
arrangement; or the HMO remains contractually responsible to the 
subcontracted providers and provides a system for reserving for its 
continued liability; and 
(F) Any deposit of cash or security submitted in accordance with 

§ 56-32-112; and 

(4) Nothing in the proposed method of operation, as shown by the 
information submitted pursuant to § 56-32-1038, or by independent investi- 
gation, is contrary to the public interest. 

(b) A certificate of authority shall be denied only after compliance with the 
requirements of § 56-32-118. 
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History. 

Acts 1986, ch. 713, § 4; 1995, ch. 221, §§ 4,5; 
WL Selo. 2 2002, £0. 010, 6.1) F.C.A. 
§ 56-32-204; Acts 2013, ch. 409, § 1; Acts 2016, 
cbiv24, $:1. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 


Compiler’s Notes. 

For the transfer of TennCare from the de- 
partment of finance and administration to the 
department of health, See Executive Orders 
Nos. 1 (January 26, 1995) and 11 (January 7, 
19977). 

Acts 1995, ch. 221, § 6 provided that nothing 
in the act shall be construed to affect corporate 
practice of medicine or to affect in any way the 
provisions of § 68-11-205, § 63-6-204(a)(1) or 
§ 63-6-225. 

For transfer of the TennCare program and its 
related functions and administrative support 
from the department of health to the depart- 
ment of finance and administration, see Execu- 
tive Order No. 23 (October 19, 1999). 

Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, 8§ 1 — 5; 1978, ch. 818, 
§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch. 202, § 1; 1981, ch. 262, § 1; 1983, ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
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ing to health maintenance organizations, see 
this part. 

Acts 2018, ch. 409, § 3 provided that the 
provisions contained in the act shall terminate 
on December 31, 2016, and the law in effect 
prior to the act’s effective date, May 16, 2013, 
shall be restored. However, Acts 2016, ch. 724, 
§ lrepealed § 3 of the 2013 act, thereby remov- 
ing the termination date for the 2013 act so 
that the changes made by the 2013 act remain 
in effect. 


Amendments. 

The 2013 amendment, rewrote (a)(3)(E) 
which read: “In the event the HMO enters into 
an agreement with any physician-hospital or- 
ganization for the provision of basic health care 
services on a prepayment basis, such as de- 
scribed in § 56-32-102(10), the commissioner 
may not disallow the agreement on the basis 
that it transfers risk to the physician-hospital 
organization; provided, that the HMO remains 
contractually responsible to its enrollees and to 
organizations or entities contracting with it for 
the provision or arrangement of all the basic 
health care services, and the HMO provides a 
system for reserving for its continued liability 
that is approved by the department of com- 
merce and insurance; and”. 


Section to Section References. 
This section is referred to in §§ 56-2-201, 
56-32-103. 


56-32-105. Powers — Limitations — Hold harmless clause. 


(a) The powers of an HMO include, but are not limited to, the following: 

(1) The purchase, lease, construction, renovation, operation or mainte- 
nance of hospitals or medical facilities, or both, and their ancillary equip- 
ment, and property reasonably required for its principal office or for 
purposes necessary in the transaction of the business of the organization; 

(2) The making of loans to a medical group under contract with it in 
furtherance of its program or the making of loans to a corporation or 
corporation under its control for the purpose of acquiring or constructing 
medical facilities and hospitals or in furtherance of a program providing 
health care services to enrollees; 

(3) The furnishing of health care services through providers that are 
under contract with or employed by the HMO; 

(4) The contracting with any person for the performance on its behalf of 
certain functions, such as marketing, enrollment and administration; 

(5) The contracting with an insurance company licensed in this state, or 
with a hospital or medical service corporation authorized to do business in 
this state, for the provision of insurance, indemnity, or reimbursement 
against the cost of health care services provided by the HMO; and 

(6) The offering of other health care services, in addition to basic health 
care services. 

(b) An HMO shall file notice, with adequate supporting information, with 
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the commissioner prior to the exercise of any power granted in subdivision 
(a)(1), (a)(2) or (a)(4), if the dollar amount resulting from such action would 
exceed twenty-five percent (25%) of surplus. The commissioner shall disap- 
prove the exercise of power only if in the commissioner’s opinion it would 
substantially and adversely affect the financial soundness of the HMO and 
endanger its ability to meet its obligations. If the commissioner does not 
disapprove within thirty (30) days of the filing, it shall be deemed approved. 
(c) All provider contracts must include a hold harmless clause that will 
relieve any enrollee of a licensed HMO from any liability for services rendered 
by the providers except for reasonable copayment and uncovered expenses. 


History. 
Acts 1986, ch. 713, § 5; T.C.A. § 56-32-205. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-1388, by the 
code commission in 2008. 


Compiler’s Notes. 
Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 


§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch. 202, § 1; 1981, ch. 262, § 1; 1983, ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 


Section to Section References. 
This section is referred to in § 56-32-111. 


56-32-106. Fiduciaries — Bonds. 


(a) Any director, officer, employee or partner of an HMO who receives, 
collects, disburses or invests funds in connection with the activities of the 
organization shall be responsible for the funds in a fiduciary relationship to the 
organization. 

(b) An HMO shall maintain in force a fidelity bond on employees and officers 
in an amount not less than one hundred thousand dollars ($100,000) or such 
other sum as prescribed by the commissioner. The bonds shall be written with 
at least a one-year discovery period and, if written with at least a three-year 
discovery period, shall contain a provision that no cancellation or termination 
of the bond, whether by or at the request of the insured or by the underwriter, 
shall take effect prior to the expiration of ninety (90) days after written notice 
of the cancellation or termination has been filed with the commissioner, unless 
an earlier date of cancellation or termination is approved by the commissioner. 


History. 
Acts 1986, ch. 718, § 6; T.C.A. § 56-32-206. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 


Compiler’s Notes. 
Former part 1, §§ 56-32-101 — 56-32-109 


56-32-107. Evidence of coverage. 


(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 
§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch. 202, § 1;:1981, ch. 262, § 1; 1983; ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 


(a)(1) Every enrollee residing in this state is entitled to evidence of coverage. 

(2) No evidence of coverage, or amendment to the evidence of coverage, 
shall be issued or delivered to any person in this state until a copy of the form 
of the evidence of coverage, or amendment to the evidence of coverage, has 
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been filed and approved by the commissioner. 

(3)(A) An evidence of coverage shall contain: 

(i) No provisions or statements that are unjust, unfair, inequitable, 
misleading, deceptive, that encourage misrepresentation, or that are 
untrue, misleading or deceptive as defined in § 56-32-113(a); 

(ii) A clear and concise statement if a contract, or a reasonably 
complete summary if a certificate, of: 

(a) The health care services and the insurance or other benefits, if 
any, to which the enrollee is entitled; 

(b) Any limitation on the services, kind of services, benefits, or kind 
of benefits to be provided, including any deductible, copayment or 
coinsurance feature; 

(c) Where and in what manner information is available as to how 
services may be obtained; and 

(d) The total amount of payment for health care services and the 
indemnity or service benefits, if any, that the enrollee is obligated to 
pay with respect to individual contracts; and 
(iii) A clear and understandable description of the HMO’s method for 

resolving enrollee complaints. 
(B) Any subsequent change may be evidenced in a separate document 
issued to the enrollee. 

(4) A copy of the form of the evidence of coverage to be used in this state, 
and any amendment to the evidence of coverage, shall be subject to the filing 
and approval requirements of subdivision (a)(2), unless it is subject to the 
jurisdiction of the commissioner under the laws governing health insurance 
or hospital medical service corporations, in which event the filing and 
approval provisions of those laws shall apply. Specifically, with respect to 
premiums charged, §§ 56-26-102 and 56-26-202 and rules promulgated 
under that section shall apply. To the extent, however, that the provisions do 
not apply, the requirement in subsection (c) shall be applicable. 

(b)(1) No schedule of charges for enrollee coverage for health care services, 

or amendment to the schedule, may be used until a copy of the schedule, or 

amendment to the schedule, has been filed and approved by the 
commissioner. 

(2) The charges may be established in accordance with actuarial prin- 
ciples for various categories of enrollees; provided, that charges applicable to 
an enrollee shall not be individually determined based on the status of the 
enrollee’s health. However, the charges shall not be excessive, inadequate or 
unfairly discriminatory. A certification by a qualified actuary or other 
qualified person acceptable to the commissioner of the appropriateness of 
the use of the charges, based on reasonable assumptions, shall accompany 
the filing together with adequate supporting information. 

(c) The commissioner shall, within a reasonable period, approve any form if 
the requirements of subsection (a) are met. It is unlawful to issue the form or 
to use the schedule of charges until approved. The commissioner may require 
the submission of whatever relevant information the commissioner deems 
necessary in determining whether to approve or disapprove a filing made 
pursuant to this section. The commissioner, if disapproving the filing, shall 
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notify the filer. In the notice of disapproval, the commissioner shall specify the 
reasons for the disapproval. The commissioner’s approval or disapproval of a 
filing shall otherwise occur in accordance with the standards established by 


§§ 56-26-102 and 56-26-202 and the related rules. 


History. 

Acts 1986, ch. 713, § 7; 2001, ch. 151, § 3; 
T.C.A. § 56-32-207; Acts 2011, ch. 344, §§ 18- 
20. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 


Compiler’s Notes. 
Former part 1, §§ 56-32-101 — 56-32-109 


56-32-108. Reports. 


(Acts 1971, ch. 419, 8§ 1 — 5; 1978, ch. 818, 
§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch. 202, § 1; 1981, ch. 262, § 1; 1983, ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 


Section to Section References. 
This section is referred to in §§ 56-32-116, 
56-32-123. 


Every HMO shall annually, on or before March 1, file with the commissioner 


a report on the blank prescribed by the National Association of Insurance 
Commissioners for HMOs. The commissioner may require additional reports 
deemed reasonably necessary and appropriate to enable the commissioner to 


carry out the commissioner’s duties under this chapter. 


History. 
Acts 1986, ch. 713, § 8; T.C.A. § 56-32-208. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 


Compiler’s Notes. 
Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 


§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch. 202, § 1; 1981, ch. 262, '§ -1; 1983, ch. 374, 
§ 1; 1985, ch. 354, 8§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 


Section to Section References. 
This section is referred to in § 56-46-201. 


56-32-109. Notice of change in operation. 


Every HMO shall provide promptly to its enrollees notice of any material 
change in the operation of the organization that will affect them directly. 


History. 
Acts 1986, ch. 713, § 9; T.C.A. § 56-32-209. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 


Compiler’s Notes. 
Former part 1, §§ 56-32-101 — 56-32-109 


56-32-110. [Repealed.] 


History. 

Acts 1986, ch. 713, § 10; 1997, ch. 416, § 1; 
T.C.A. § 56-32-210, repealed by Acts 2010, ch. 
980, § 27, effective January 1, 2011. 


(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 
§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch’ '202,.§ 1;:1981, ch. 262, § 1; 1983, ch. 374, 
§ 1; 1985, ch. 354, 8§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 —— 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 
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Compiler’s Notes. 

Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 
§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch. 2027§ 1; 1981, ch. 262, § 1; 1983, ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
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Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 

Former § 56-32-110 concerned complaint 
system procedures under the Health Mainte- 
nance Organization Act of 1986. 


With the exception of investments made in accordance with § 56-32-105, the 
funds of an HMO shall be invested only in securities or other investments 
permitted by the laws of this state for the investment of assets constituting the 
legal reserves of life insurance companies or other securities or investments 


that the commissioner permits. 


History. 
Acts 1986, ch. 713, § 11; T.C.A. § 56-32-211. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 


Compiler’s Notes. 
Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 


§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch} 20258 1119381) chi 262,\9 21983, ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 


Section to Section References. 
This section is referred to in §§ 56-32-112, 
56-51-133, 56-51-137. 


56-32-112. Capital requirements — Required deposits. 


(a) To ensure the public’s interest in the delivery of health care services by 
fiscally sound HMOs, each HMO must provide the commissioner evidence of 
compliance with the following minimum net worth requirements: 

(1) Before issuing any certificate of authority, the commissioner shall 
require that the HMO have an initial net worth of one million five hundred 
thousand dollars ($1,500,000), and thereafter HMOs must maintain the 
minimum net worth as set forth in this section. “Net worth” means the 
excess of total admitted assets over total admitted liabilities, but the 
liabilities shall not include fully subordinated debt approved by the 


commissioner; 


(2) Except as provided in subdivisions (a)(3) and (4), every HMO must 
maintain a minimum net worth equal to the greater of: 

(A) One million five hundred thousand dollars ($1,500,000); or 

(B) An amount totaling four percent (4%) of the first one hundred fifty 
million dollars ($150,000,000) of annual premium revenue as reported on 
the most recent annual statement filed with the commissioner and one 
and one half percent (1.5%) of the annual premium revenue in excess of 
one hundred fifty million dollars ($150,000,000). “Premium revenue” or 
“premiums,” as used in this chapter includes, but is not limited to, any and 
all payments made by the state to any entity providing health care 
services pursuant to any federal waiver received by the state that waives 
any or all of Title XIX of the federal Social Security Act, compiled in 42 
U.S.C. § 1396 et seq., and regulations promulgated pursuant to Title XIX, 
or pursuant to any other federal law as adopted by amendment to the 
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required Title XIX state plan; } 

(3) An HMO licensed before March 1, 1997 must maintain a minimum net 
worth of one hundred percent (100%) of the amount required by subdivision 
(a)(2) after June 30, 1998; 

(4) In determining net worth, no debt shall be considered fully subordi- 
nated unless in a form approved by the commissioner. Any interest obliga- 
tion relating to the repayment of any subordinated debt must be similarly 
subordinated. The interest expenses relating to the repayment of any fully 
subordinated debt shall be considered covered expenses; 

(5) For purposes of calculating an HMO’s net worth, “admitted assets” 
includes the following, as may be subsequently modified by the 
commissioner: 

(A) Petty cash and other cash funds in the organization’s principal or 
official branch office that are under the organization’s control; 

(B) Immediately withdrawable funds on deposit in demand accounts, in 
a bank or trust company organized and regularly examined under the laws 
of the United States or any state, and insured by an agency of the United 
States government, or like funds actually in the principal or official branch 
office at statement date and in transit to a bank or trust company with 
authentic deposit credit given before the close of business on the fifth bank 
working day following the statement date; 

(C) The amount fairly estimated as recoverable on cash deposited in a 
closed bank or trust company, if the assets qualified under this section 
before the suspension of the bank or trust company; 

(D) Receivables due from persons that are not more than ninety (90) 
days past due; 

(EK) Amounts due under reinsurance arrangements from insurance 
companies authorized to do business in this state; 

(F) Undisputed tax refunds or other receivables due from the United 
States or this state; 

(G) Amounts on deposit under subsection (b); and 

(H) Investments determined as allowable by the commissioner under 
§ 56-32-1111; 

(6) An HMO must maintain a positive working capital. As used in this 
section only, “working capital” means current assets, including admitted 
stocks and admitted bonds, minus current liabilities; and 

(7) Ifthe working capital or net worth is less than the required minimum, 
the HMO must submit for approval by the commissioner a written plan 
within thirty (30) days after the commissioner has given the HMO notice of 
the net worth or working capital deficiency. The commissioner may take 
action against the HMO under § 56-32-116 or § 56-32-117 if: 

(A) An HMO does not propose a plan to correct its working capital or net 
worth deficiency within the time frame described in subdivision (a)(7); 

(B) An HMO violates a plan that has been approved; 

(C) The commissioner determines that an improper working capital or 
net worth status cannot be corrected within a reasonable time; or 

(D) The commissioner determines that an organization is in such 
financial condition that the transaction of further business would be 
hazardous to its enrollees, its creditors, or the public. 
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(b) To ensure that an HMO provides for contract and medical services in the 
case of insolvency or liquidation, each HMO must maintain deposits in 
custodial or controlled accounts as described in this section. 

(1) Before issuing any certificate of authority, the commissioner shall 
require each HMO to deposit with the commissioner or, at the discretion of 
the commissioner, with any organization or trustee acceptable to the 
commissioner through which a custodial or controlled account is utilized, 
cash, securities, or any combination of these or other measures that are 
acceptable to the commissioner that at all times shall have a value of not less 
than nine hundred thousand dollars ($900,000); 

(2) An HMO that is in operation on June 1, 1997, shall maintain a deposit 
equal to nine hundred thousand dollars ($900,000), in the manner set forth 
in subdivision (b)(1); 

(3) In addition to the deposit requirements in this section, an HMO shall 
also maintain on deposit in the manner set forth in subdivision (b)(1) one 
hundred thousand dollars ($100,000) for each ten million dollars 
($10,000,000) or fraction of ten million dollars ($10,000,000) of annual 
premium revenue in excess of twenty million dollars ($20,000,000) and less 
than one hundred million dollars ($100,000,000) as reported on the most 
recent annual financial statement filed with the commissioner, and fifty 
thousand dollars ($50,000) for each ten million dollars ($10,000,000) or 
fraction of ten million dollars ($10,000,000) of annual premium revenue in 
excess of one hundred million dollars ($100,000,000) as reported on the most 
recent annual financial statement filed with the commissioner; 

(4) In any year in which the accumulated deposit of an HMO is more than 
the amount required to be maintained by the organization under the terms 
of this section, at the organization’s request the commissioner shall reduce 
the previously accumulated deposit by the amount that the deposit exceeds 
the amount of deposit required by this section; 

(5) The deposit shall be an admitted asset of the HMO in the determina- 
tion of net worth; 

(6) All income from deposits shall be an asset of the organization. An 
HMO that has been allowed by the commissioner to make a securities 
deposit may withdraw that deposit or any part of the deposit after making a 
substitute deposit of cash, securities, or any combination of these or other 
measures of equal amount and value as approved by the commissioner. No 
substitute deposit shall be allowed unless approved in advance by the 
commissioner; and 

(7) The deposit shall be used and shall be considered held in trust to 
protect the interests of the HMO’s enrollees and to assure continuation of 
health care services to enrollees of an HMO that is in rehabilitation or 
liquidation. If the HMO is placed voluntarily or involuntarily in rehabilita- 
tion or liquidation, the deposit shall immediately prior to the filing of the 
rehabilitation or liquidation proceeding vest in the state of Tennessee. 

(c) Every HMO shall, when determining liabilities for purposes of calculat- 
ing the organization’s net worth, include an amount estimated in the aggre- 
gate to provide for any unearned premium and for the payment of all claims for 
health care expenditures that have been incurred, whether reported or 
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unreported, are unpaid and for which the organization is or may be liable, and 
to provide for the expense of adjustment or settlement of the claims. The 
liabilities may be computed in accordance with rules and regulations promul- 
gated by the commissioner upon reasonable consideration of the ascertained 


experience and character of the HMO. 


History. 
Acts 1986, ch. 713, § 12; 1997, ch. 59, § 1; 
2000, ch. 708, § 2; T.C.A. § 56-32-212. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-1388, by the 
code commission in 2008. 


Compiler’s Notes. 
Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 


§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch. 202, § 1; 1981, ch. 262, § 1; 1983, ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 7138, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 


Section to Section References. 
This section is referred to in §§ 56-32-104, 
56-51-107, 56-51-1386, 56-51-137. 


56-32-113. Prohibited practices. 


(a) No HMO or representative of the HMO may cause or knowingly permit 
the use of advertising that is untrue or misleading, solicitation that is untrue 
or misleading, or any form of evidence of coverage that is deceptive. For the 
purpose of this chapter: 

(1) A statement or item of information shall be deemed to be untrue if it 
does not conform to fact in any respect that is or may be significant to an 
enrollee of, or person considering enrollment with, an HMO; 

(2) Astatement or item of information shall be deemed to be misleading, 
whether or not it may be literally untrue, if, in the total context in which the 
statement is made or the item of information is communicated, the state- 
ment or item of information may be reasonably understood by a reasonable 
person, not possessing special knowledge regarding health care coverage, as 
indicating any benefit or advantage or the absence of any exclusion, 
limitation or disadvantage or possible significance to an enrollee of, or 
person considering enrollment in, an HMO, if the benefit or advantage or 
absence or limitation, exclusion or disadvantage does not in fact exist; and 

(3) An evidence of coverage shall be deemed to be deceptive if the evidence 
of coverage taken as a whole, and with consideration given to typography 
and format, as well as language, is such as to cause a reasonable person, not 
possessing special knowledge regarding HMOs and evidences of coverage for 
HMOs, to expect benefits, services, charges or other advantages that the 
evidence of coverage does not provide or that the HMO issuing the evidence 
of coverage does not regularly make available for enrollees covered under the 
evidence of coverage. 

(b) Chapter 8, part 1 of this title shall be construed to apply to HMOs and 
evidences of coverage, except to the extent that the commissioner determines 
the nature of HMOs and evidences of coverage render chapter 8, part 1 of this 
title inappropriate. | 

(c) An HMO may not cancel or refuse to renew an enrollee, except for 
reasons stated in the organization’s rules applicable to all enrollees, or for the 
failure to pay the charge for coverage, or for other reasons promulgated by the 
commissioner. 
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(d) No HMO, unless licensed as an insurer, may refer to itself as an insurer 
or use a name deceptively similar to the name or description of any insurance 
or surety corporation doing business in this state. 

(e) Any person not in possession of a valid certificate of authority issued 
pursuant to this chapter may not use the phrase “health maintenance 
organization” or “HMO” in the course of operation. 


History. 
Acts 1986, ch. 713, § 18; T.C.A. § 56-32-2138. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-1388, by the 
code commission in 2008. 


Compiler’s Notes. 
Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 


56-32-114. Licensing of agents. 


§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
eh.202, $1; 1981, ch. 262) $:°°1; 1983, ‘ch: 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 


Section to Section References. 
This section is referred to in § 56-32-107. 


(a) The commissioner may, after notice and hearing, promulgate reasonable 
rules and regulations necessary to provide for the licensing of agents. “Agent” 
means a person who is appointed or employed by an HMO and who engages in 
solicitation or membership in the organization. “Agent” does not include a 
person enrolling members on behalf of an employer, union or other organiza- 
tion to whom a master subscriber contract has been issued. 

(b) The commissioner may by rule exempt certain classes of persons from 
the requirement of obtaining a license, if other existing licensing procedures 
make a separate HMO agent’s license unnecessary. 


History. (Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 


Acts 1986, ch. 713, § 14; T.C.A. § 56-32-214. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-138, by the 


§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch. 202, § 1; 1981, ch. 262, § 1; 1983, ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 718, § 27. For provisions relat- 


code commission in 2008. : ; Pet 
ing to health maintenance organizations, see 


Compiler’s Notes. this part. 


Former part 1, §§ 56-32-101 — 56-32-109 


56-32-115. Regulation by commissioner — Examination of books and 
records. 


(a) The commissioner of commerce and insurance, in cooperation with the 
commissioner of health, shall coordinate the regulation of any HMO holding a 
certificate of authority to ensure the financial viability of the HMO and that 
the HMO is currently providing and shall in the future provide health care 
services efficiently, effectively and economically. The commissioner of com- 
merce and insurance and the commissioner of health shall develop an 
interdepartmental agreement to coordinate the functions necessary for the 
proper administration of this section. 

(b) The commissioner of commerce and insurance may make an examina- 
tion of the affairs of any HMO and any providers with whom the HMO has 
contracts, agreements or other arrangements as often as is reasonably neces- 


56-32-116 INSURANCE 418 
sary for the protection of the interests of the people of this state. The 
examinations of HMOs shall occur not less frequently than once every five (5) 
years. The commissioner of commerce and insurance may also contract, at — 
reasonable fees for work performed, with qualified, impartial outside sources 
to perform audits or examinations, or portions of audits or examinations, 
pertaining to the qualification of an entity for issuance for a certificate of 
authority to operate as an HMO or to determine the continued compliance of 
any operating HMO. Any contracted assistance shall be under the direct 
supervision of the commissioner of commerce and insurance. The results of any 
contracted assistance shall be subject to the review of, and approval, disap- 
proval, or modification by, the commissioner of commerce and insurance. 

(c) The commissioner of health or the commissioner’s designee may make an 
examination concerning an HMO’s capability to provide health care services 
efficiently, effectively and economically, and any providers with whom the 
HMO has contracts, agreements, or other arrangements as often as is 
reasonably necessary for the protection of the interests of the people of this 
state. The examinations of HMOs shall occur not less frequently than once 
every three (3) years. The commissioner of health shall report findings to the 
commissioner of commerce and insurance, who may then suspend or revoke a 
certificate of authority issued to the HMO as provided in § 56-32-116. 

(d) Every HMO shall submit its books and records for the examinations and 
in every way facilitate the completion of the examinations. For the purpose of 
examinations, the commissioner of commerce and insurance and the commis- 
sioner of health may administer oaths to, and examine, officers and agents of 
the HMO. 

(e) The expenses of examinations of HMOs under this section shall be 
assessed against the HMO being examined and remitted to the commissioner 
for whom the examination is being conducted. 

(f) In lieu of the examinations, the commissioner of commerce and insurance 
or the commissioner of health may accept the report of an examination made 
by the commissioner of insurance or the commissioner of health of another 
state. 


History. 
Acts 1986, ch. 713, § 15; 1997, ch. 60, § 2; 
T.C.A. § 56-32-215; Acts 2015, ch. 155, § 18. 


Code Commission Notes. Former part 2, 
8§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 


Compiler’s Notes. 
Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 


§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch. 202, § 1; 1981, ch. 262, § 1; 1983, ch. 374, 
§ 1; 1985, ch. 354, 8§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 


Section to Section References. 
This section is referred to in §§ 56-7-109, 
56-51-132. 


56-32-116. Revocation or suspension of certificates. 


(a) The commissioner may suspend or revoke any certificate of authority 
issued to an HMO under this chapter if the commissioner finds that any of the 


following conditions exist: 


(1) The HMO is operating significantly in contravention of its basic 
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organizational document or in a manner contrary to that described in any 
other information submitted under § 56-32-103, unless amendments to the 
submissions have been filed with and approved by the commissioner; 

(2) The HMO issues evidence of coverage or uses a schedule of charges for 
health care services that do not comply with the requirements of 
§ 56-32-107; 

(3) The HMO does not provide or arrange for basic health care services; 

(4) The HMO is unable to fulfill its obligations to furnish health care 
services; 

(5) The HMO is no longer financially responsible and may reasonably be 
expected to be unable to meet its obligations to enrollees or prospective 
enrollees; 

(6) The HMO has failed to implement the complaint system required by 
§ 56-32-110 [repealed] in a reasonable manner to resolve complaints; 

(7) The HMO, or any person on its behalf, has advertised or merchandised 
its services in an untrue, misrepresentative, misleading, deceptive or unfair 
manner; 

(8) The continued operation of the HMO would be hazardous to its 
enrollees; 

(9) The HMO has otherwise failed substantially to comply with this 
chapter; or 

(10) The HMO has filed with the department sworn financial statements 
that contain material omissions or errors. 

(b) A certificate of authority shall be suspended or revoked only after 
compliance with the requirements of § 56-32-118. 

(c) When the certificate of authority of an HMO is suspended, the HMO 
shall not, during the period of suspension, enroll any additional enrollees, 
except newborn children or other newly acquired dependents of existing 
enrollees, and shall not engage in any advertising or solicitation whatsoever. 

(d) When the certificate of authority of an HMO is revoked, the HMO shall 
proceed, immediately following the effective date of the order of revocation, to 
wind up its affairs, and shall conduct no further business except as may be 
essential to the orderly conclusion of the affairs of the HMO. It shall engage in 
no further advertising or solicitation whatsoever. The commissioner may, by 
written order, permit such further operation of the organization as the 
commissioner may find to be in the best interest of enrollees, to the end that 
enrollees will be afforded the greatest practicable opportunity to obtain 
continuing health care coverage. 


History. 
Acts 1986, ch. 713, § 16; 2004, ch. 507, § 7; 
T.C.A. § 56-32-216. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 


Compiler’s Notes. 

Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 
§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 


ch. 202, § 1; 1981, ch. 262, § 1; 1983, ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 

§ 56-32-110, referred to in this section, was 
repealed by Acts 2010, ch. 980, § 27, effective 
January 1, 2011. 


Section to Section References. 
This section is referred to in §§ 56-32-112, 
56-32-115, 56-32-126, 71-5-191. 
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56-32-117. Rehabilitation, liquidation, conservation or supervision of 


HMOs. 


(a) Any rehabilitation, liquidation, conservation or supervision of an HMO 
shall be deemed to be the rehabilitation, liquidation, conservation or supervi- 
sion of an insurance company and shall be conducted under the supervision of 
the commissioner pursuant to chapter 9 of this title. The commissioner may 
apply for an order directing the commissioner to rehabilitate, liquidate, 
conserve or supervise an HMO upon any one (1) or more grounds set out in 
chapter 9 of this title, or when in the commissioner’s opinion the continued 
operation of the HMO would be hazardous either to the enrollees or to the 
people of this state. Enrollees shall have the same priority in the event of 
liquidation or rehabilitation as the law provides to policyholders of an insurer. 

(b) Aclaim by a health care provider for an uncovered expenditure has the 
same priority as an enrollee; provided, that the provider of services agrees not 
to assert the claim against any enrollee of the HMO. 

(c)(1) For the purposes of supervision, rehabilitation, or liquidation of 

HMOs that participate in the TennCare program under Title XIX of the 

federal Social Security Act (42 U.S.C. § 1396 et seq.), or any successor to the 

TennCare program, and in addition to the powers and duties set forth in this 

chapter, the department or the chancery court shall have the power to 

examine and investigate the affairs of every person, entity, HMO, an affiliate 
of the parent of the HMO, or an affiliate of the HMO, in order to determine 
whether the person, entity, HMO, an affiliate of the parent of the HMO, or an 
affiliate of the HMO, is operating in accordance with this chapter and title 
71, chapter 5. For purposes of this subdivision (c)(1), “affiliate” means any 
entity that exercises control over or is controlled by the HMO, directly or 
indirectly through: 
(A) Equity ownership of voting securities; 
(B) Common managerial control; or 
(C) Collusive participation by the management of the HMO and affiliate 
in the management of the HMO or the affiliate. 

(2) For purposes of subdivision (c)(1), “person” includes an individual, 
insurer, company, association, organization, Lloyds, society, reciprocal insurer 
or interinsurance exchange, partnership, syndicate, business trust, corpora- 
tion, agent, general agent, broker, solicitor, service representative, adjuster, 
and every legal entity. 


History. 
Acts 1986, ch. 713, § 17; 1999, ch. 322, 8§ 4, 
7; 2000, ch. 708, §§ 1, 7; T.C.A. § 56-32-217. 


Code Commission Notes. Former part 2, 
8§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 


Compiler’s Notes. 

Acts 1999, ch. 322, § 8, provided that noth- 
ing in the amendment by the act adding (c), (d) 
and (e) shall be construed to designate as 
confidential any information required to be 
disclosed under the provisions of Acts 1999, ch. 


379. If, during an examination or investigation 
under the provisions of the act by the depart- 
ment of commerce and insurance of a health 
maintenance organization, any affiliate or par- 
ent of a health maintenance organization, the 
department discovers that a disclosure re- 
quired to be made under the provisions of Acts 
1999, ch. 379 was not made, then the commis- 
sioner of commerce and insurance shall disclose 
to the commissioner of health such information 
required under such act within fifteen (15) days 
of making such discovery. 

Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 
§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
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ch. 202, § 1; 1981, ch. 262, § 1; 1983, ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


Section to Section References. 
This section is referred to in §§ 56-32-112, 
56-32-135. 


56-32-118. Rules and regulations — Notice of hearing for denial, 
revocation or suspension of certificates — Administrative 
procedure. 


(a) The commissioner of commerce and insurance and the commissioner of 
health may, after notice and hearing, promulgate reasonable rules and 
regulations, as are necessary or proper to carry out this chapter. 

(b) When the commissioner has cause to believe that grounds for the denial 
of an application for a certificate of authority exist, or that grounds for the 
suspension or revocation of a certificate of authority exist, the commissioner 
shall notify the HMO in writing specifically stating the grounds for denial, 
suspension or revocation and fixing a time of at least thirty (30) days thereafter 
for a hearing on the matter. 

(c) The Uniform Administrative Procedures Act, compiled in title 4, chapter 


5, shall apply to proceedings under this section. 


History. 
Acts 1986, ch. 713, § 18; 1997, ch. 60, § 3; 
T.C.A. § 56-32-218. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-1388, by the 
code commission in 2008. 


Compiler’s Notes. 

Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 
§ 1; T.C.A., 8§ 56-4101 — 56-4105; Acts 1981, 
ch. 202, § 1; 1981, ch. 262, § 1; 1983, ch. 374, 


56-32-119. Fees. 


§ 1; 1985, ch. 354, 8§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 


Cross-References. 
Alternatives to suspension or revocation, 
§ 56-32-120. 


Section to Section References. 
This section is referred to in §§ 56-32-103, 
56-32-104, 56-32-116, 56-32-120. 


Every HMO subject to this chapter shall pay to the commissioner the 


following fees for: 


(1) Filing an application for certificate of authority, one thousand three 


hundred dollars ($1,300); 


(2) Filing an amendment to the organization documents that require 


approval, sixty dollars ($60.00); 


(3) Filing each annual report, one hundred ninety-five dollars ($195); and 
(4) Renewal of the certificate of authority each year, four hundred 


forty-five dollars ($445). 


History. 
Acts 1986, ch. 713, § 19; 2001, ch. 333, $ 6; 
T.C.A. § 56-32-219. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 


as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 


Compiler’s Notes. 
Acts 2001, ch. 333, § 9 provided that the 
purpose of the act is to afford the insurance 


56-32-120 


division of the department of commerce and 
insurance the ability to obtain sufficient staff 
and resources to adequately implement the 
provisions of title 56 and title 55, chapter 18, 
part 1 as related to the regulation of the busi- 
ness of insurance. Notwithstanding any law to 
the contrary, the increase in revenues gener- 
ated by passage of the act shall be utilized by 
the department to defray the expenses of im- 
provements to the department’s insurance di- 
vision incurred in the regulation of the business 
of insurance, including the expenses associated 
with any improvements to the division deemed 
necessary from time to time by the commis- 
sioner. The improvements contemplated by the 
act shall be in addition to the base level funding 
appropriated to the insurance division in the 
fiscal year ending June 30, 2001. The commis- 
sioner is directed to identify the increase in 
revenues generated by the act and the expen- 
ditures associated with the increase, and annu- 
ally inform the commissioner of finance and 
administration of the amount of any unex- 
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pended revenues. The commissioner of finance 
and administration at the close of each fiscal 
year shall reserve any excess revenues raised 
by the act and unspent by the department of © 
commerce and insurance, until expended for 
purposes consistent with the act. Any such 
funds shall not revert to the general fund on 
any June 30, and excess revenues shall not 
revert on any June 30, but shall remain avail- 
able only for the benefit of the department of 
commerce and insurance’s insurance division. 

Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 
§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch. '202, § 1; 1981, ch: 262)°$. 1;°1983, ch. 374; 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 


Section to Section References. 
This section is referred to in § 56-32-104. 


56-32-120. Administrative penalty — Cease and desist orders — In- 
junctions. 


(a) The commissioner may, in lieu of suspension or revocation of a certificate 
of authority under § 56-32-118, levy an administrative penalty in an amount 
not less than one thousand dollars ($1,000) nor more than ten thousand dollars 
($10,000), if reasonable notice in writing is given of the intent to levy the 
penalty and the HMO has a reasonable time within which to remedy the defect 
in its operations that gave rise to the penalty citation. The commissioner may 
augment this penalty by an amount equal to the sum that the commissioner 
calculates to be the damages suffered by enrollees or other members of the 
public. 

(b)(1) The commissioner may issue an order directing an HMO or a 

representative of an HMO to cease and desist from engaging in any act or 

practice in violation of this chapter. 

(2) Within fifteen (15) days after service of the cease and desist order, the 
respondent may request a hearing on the question of whether acts or 
practices in violation of this chapter have occurred. The hearings shall be 
conducted pursuant to the Uniform Administrative Procedures Act, compiled 
in title 4, chapter 5. 

(c) In the case of any violation of this chapter, if the commissioner elects not 
to issue a cease and desist order, or in the event of noncompliance with a cease 
and desist order issued pursuant to subsection (b), the commissioner may 
institute a proceeding to obtain injunctive or other appropriate relief in the 
chancery court of Davidson County. 


History. 


as part 1, §§ 56-32-101 — 56-32-138, by the 
Acts 1986, ch. 713, § 20; T.C.A. § 56-32-220. | 


code commission in 2008. 


Code Commission Notes. Former part 2, 
8§ 56-32-201 — 56-32-238, was redesignated 


Compiler’s Notes. 
Former part 1, §§ 56-32-101 — 56-32-109 


423 


(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 
§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch. 202, § 1; 1981, ch. 262, § 1; 1983, ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
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ing to health maintenance organizations, see 
this part. 


Section to Section References. 
This section is referred to in §§ 56-32-126, 
71-5-191, 71-5-2314. 


§6-32-121. Applicability of other laws — Construction. 


(a) Except as otherwise provided in this chapter, the insurance laws and the 
hospital or medical service corporation laws are not applicable to any HMO 
granted a certificate of authority under this chapter. This subsection (a) does 
not apply to an insurer or hospital or medical service corporation licensed and 
regulated pursuant to the insurance law or the hospital or medical service 
corporation laws of this state, except with respect to its HMO activities 
authorized and regulated pursuant to this chapter. 

(b) Solicitation of enrollees by an HMO granted a certificate of authority, or 
its representatives, shall not be construed to violate any law relating to 
solicitation or advertising by health professions. 

(c) Any HMO authorized under this chapter shall not be deemed to be 
practicing medicine and shall be exempt from title 63, chapter 6, relating to the 
practice of medicine. 

(d) The Insurance Holding Company System Act of 1986, compiled in 
chapter 11 of this title, shall be applicable to HMOs to the extent provided in 
that act, and to the extent provided in § 56-32-122. 

(e) HMOs providing utilization review services for mental health and 
chemical dependency care for their own enrollees shall be subject to chapter 6, 
part 7 of this title, regarding the provision of utilization review services for 
mental health or chemical dependency care. This subsection (e) shall not apply 
to utilization review services provided to TennCare enrollees. 


§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch. 202, § 1; 1981, ch. 262, § 1; 1983, ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 


History. 
Acts 1986, ch. 713, § 21; 2000, ch. 708, § 3b; 
2008, ch. 58, § 1; T.C.A. § 56-32-221. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 


Cross-References. 
Practice of medicine generally, title 63, ch. 6, 
part 2. 


Compiler’s Notes. 
Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 


56-32-122. Acquisition of control of or merger of an HMO. 


No person may make a tender for or a request or invitation for tenders of, or 
enter into an agreement to exchange securities for or acquire in the open 
market or otherwise, any voting security of an HMO or enter into any other 
agreement if, after the consummation of the agreement, that person would, 
directly or indirectly, or by conversion or by exercise of any right to acquire, be 
in control of the HMO, and no person may enter into an agreement to merge or 
consolidate with or otherwise to acquire control of an HMO, unless, at the time 
any offer, request or invitation is made or any agreement is entered into, or 
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prior to the acquisition of the securities if no offer or agreement is involved, the 
person has filed with the commissioner and has sent to the HMO, information 
required by § 56-11-103(b)(1)-(5) and (18), and the offer, request, invitation, 


agreement or acquisition has been approved by the commissioner. Approval by 


the commissioner shall be governed by § 56-11-103(d)(1) and (2). 


History. 
Acts 1986, ch. 7138, § 22; 1993, ch. 253, § 15; 
2000, ch. 708, § 3a; T.C.A. § 56-32-222. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 


Compiler’s Notes. 
Former part 1, §§ 56-32-101 — 56-32-109 


(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 
§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch. 202, § 1; 1981, ch. 262, $71; 1983) ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 718, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 


Section to Section References. 
This section is referred to in § 56-32-121. 


56-32-123. Bidding. 


(a) Each employer, public or private, except any public entity that has a 
metropolitan form of government and a population of not less than four 
hundred thousand (400,000), according to the 1980 federal census or any 
subsequent federal census, in this state that offers its employees a health 
benefit plan and employs not less than twenty-five (25) employees, shall afford 
at least two (2) qualified HMOs the opportunity to bid or to provide health care 
services. This dual offering is contingent upon written requests being received 
from the HMOs for inclusion in the employer’s health benefit plan, and 
provided the HMOs are different types or models, such as medical group or 
staff and individual practice association. Where there is a prevailing collective 
bargaining agreement, the selection of the HMO or organizations to be made 
available to the employees shall be made under the agreement. 

(b) No employer in this state shall be required to pay more for health 
benefits as a result of the application of this section than would otherwise be 
required by any prevailing collective bargaining agreement or other contract 
for the provision of health benefits to its employees; provided, that the 
employer or benefits fund shall pay to the HMO chosen by each employee or 
member an amount equal to the lesser of: 

(1) The amount paid on behalf of its other employees or members for 
health benefits; or 

(2) The HMO’s charge for coverage approved by the commissioner pursu- 
ant to § 56-32-107. 


History. 
Acts 1986, ch. 713, § 23; 1989, ch. 187, § 1; 
T.C.A. § 56-32-2238. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 


Compiler’s Notes. 
For table of populations of Tennessee munici- 
palities see Volume 13 and its supplement. 


Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 
§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch. 202, § 1; 1981, ch. 262, § 1; 1983, ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 
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56-32-124. Taxation. 


(a) All HMOs doing business in this state shall pay tax on the gross amount 
of all dollars collected from an enrollee or on an enrollee’s behalf in the amount 
of six percent (6%). 

(b) The taxes provided for in this section shall be due and payable in an 
electronic format approved by the commissioner on a quarterly basis with 
payments being due and payable on June 1, August 20, December 1 and March 
1. Any company failing or refusing to render tax statement information or to 
pay taxes as specified in this section shall be subject to § 56-4-216. 

(c) The amount of taxes collected under this section shall be a single credit 
against the sum total of the taxes imposed by the Franchise Tax Law, compiled 
in title 67, chapter 4, part 21, and by the Excise Tax Law, compiled in title 67, 


chapter 4, part 20. 


History. 

Acts 1986, ch. 713, § 24; 1995, ch. 303, § 1; 
T.C.A. § 56-32-224; Acts 2009, ch. 531, § 12; 
2015, ch, 362, § 1; 2015-"ch. 155,"8. 19. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 


Compiler’s Notes. 

Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 
§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch. 202, § 1; 1981, ch. 262, § 1; 1983, ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 


maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 

For the Preamble to the act concerning the 
operation and funding of state government and 
to fund the state budget for the fiscal years 
beginning on July 1, 2008, and July 1, 2009, 
please refer to Acts 2009, ch. 531. 


Cross-References. 
Patient’s privacy protection, § 68-11-1501 et 
seq. 


Section to Section References. 
This section is referred to in § 56-51-152. 


56-32-125. Confidentiality of information. 


(a) Any data or information pertaining to the diagnosis, treatment or health 
of any enrollee or applicant obtained from the person or from any provider by 
any HMO shall be held in confidence by the HMO and shall not be disclosed by 
the HMO to any person, except upon any one (1) of the following 
circumstances: 

(1) To the extent that it may be necessary to carry out the purposes of this 
chapter; 

(2) Upon the express consent of the enrollee or applicant; 

(3) In the event of a claim or litigation between an enrollee or applicant 
and the HMO wherein the data or information is pertinent; 

(4) To implement the purposes of title 71, chapter 5; or 

(5) When the data or information is required to be disclosed by the 
authority of another statute. 

(b) Nothing in this section shall be construed to amend § 63-6-219 [re- 
pealed] regarding confidentiality of peer review records and proceedings of the 
HMO that shall remain privileged and not subject to subpoena or discovery. 


History. 
Acts 1986, ch. 713, § 26; T.C.A. § 56-32-225. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 


56-32-126 


as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 


Compiler’s Notes. 

Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 
§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch. 202, § 1; 1981, ch. 262, § 1; 1983, ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
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Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 

Former § 63-6-219, referred to in this sec- 
tion, was repealed by Acts 2011, ch. 67, § 1, 
effective April 12, 2011. 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


56-32-126. Prompt payment requirements. 


(a) HMOs shall be subject to the same requirements regarding prompt 
payment of claims, and the additional liability for bad faith failure to pay 
claims promptly, as are applicable to insurance companies under § 56-7-105. 

(b) This subsection (b) is intended to ensure the prompt and accurate 
payment of all provider claims for services delivered to an enrollee in the 
TennCare program that are submitted to an HMO involved in a TennCare line 
of business or a subcontractor of that HMO. Accordingly, each such HMO or 
subcontractor must establish and implement the following procedures for the 
processing of provider claims and the resolution of any disputes regarding the 
payment of claims: 

(1) The HMO shall ensure that ninety percent (90%) of claims for 
payment for services delivered to a TennCare enrollee, for which no further 
written information or substantiation is required in order to make payment, 
are processed, and, if appropriate, paid within thirty (30) calendar days of 
the receipt of the claims. The HMO shall process, and if appropriate pay, 
within sixty (60) calendar days ninety-nine and one half percent (99.5%) of 
all provider claims for services delivered to an enrollee in the TennCare 
program. If a provider agreement requires the HMO to pay a provider a 
capitated payment each month, the payment shall be made by the time 
specified in the contract between the provider and the HMO. If the contract 
between the provider and HMO does not specify a payment schedule, 
payment shall be made by the tenth day of each calendar month. Disputed 
capitated provider payments are subject to independent review; 

(A) “Pay” means that the HMO shall either send the provider cash or 
cash equivalent in full satisfaction of the allowed portion of the claim, or 
give the provider a credit against any outstanding balance owed by that 
provider to the HMO; 

(B) “Process” means the HMO must send the provider a written or 
electronic remittance advice or other appropriate written or electronic 
notice evidencing either that the claim has been paid or informing the 
provider that a claim has been either partially or totally denied and 
specify all known reasons for denial. If a claim is partially or totally denied 
on the basis that the provider did not submit any required information or 
documentation with the claim, then the remittance advice or other 
appropriate written or electronic notice must specifically identify all the 
information and documentation; : 

(2)(A) If a provider’s claim is partially or totally denied in a remittance 

advice or other appropriate written or electronic notice from an HMO, or 
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a provider’s previously allowed claim is subsequently partially or totally 
denied by an HMO by an appropriate written or electronic notice, then the 
provider may file a written request to the commissioner to submit the 
claim denial to an independent reviewer as provided in subdivision (b)(3). 

In the event the provider receives no remittance advice or other appropri- 

ate written or electronic notice from an HMO either partially or totally 

denying a claim within sixty (60) calendar days of the HMO’s receipt of the 
claim, then the provider may file a written request to the commissioner to 
submit the claim to an independent reviewer as provided in subdivision 

(b)(3). However, prior to sending this request, the provider must send a 

written request for reconsideration to the HMO that identifies the claim or 

claims in dispute, the reasons for the dispute and any documentation 
supporting the provider’s position or request by the HMO. The HMO must 
respond to the reconsideration request within thirty (30) calendar days 
after receipt of the request. The response may be a letter acknowledging 
the receipt of the reconsideration request with an estimated time frame in 
which the HMO will complete its investigation and provide a complete 
response to the provider. If the HMO determines that it needs longer than 
thirty (30) calendar days to completely respond to the provider, the HMO’s 
reconsideration decision shall be issued within sixty (60) calendar days 
after receipt of the reconsideration request, unless a longer time to 
completely respond is agreed upon in writing by the provider and the 

HMO. If the HMO continues to deny the provider’s claims or the HMO 

does not respond to the reconsideration request within the time frames 

allowed in this subdivision (b)(2)(A), then the provider may file a written 
request with the commissioner to submit the claims to an independent 

reviewer as provided in subdivision (b)(3); 

(B) The provider must include a copy of the written request for 
reconsideration with the request for an independent review. If the pro- 
vider does not have a written contract with the HMO that denied the claim 
on the date the request is filed with the commissioner, then the provider 
must also send the commissioner payment satisfactory to the commis- 
sioner to cover the fees incurred by the independent reviewer. This 
payment shall be refunded to the provider if the provider is not ultimately 
required to pay the independent reviewer. Otherwise, the payment shall 
be used to reimburse any entity that paid the independent reviewer. The 
provider shall also furnish the commissioner any other information 
needed by the commissioner to process the provider’s request; 

(C) The provider must file a request for independent review within 
three hundred sixty-five (365) calendar days after the HMO denies the 
claim for the first time or recoups the claims payment; 

(D) Claims payment disputes involved in litigation, arbitration or not 
associated with a TennCare member are not eligible for independent 
review; 

(3) Each HMO operating a TennCare line of business must contract with 
independent reviewers selected in accordance with subdivision (b)(4), and 
implement the following procedures to resolve disputed provider claims: 

(A) The commissioner shall use best efforts to refer an equal proportion 
of the total disputed claims to each independent reviewer. A provider may 
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request, and the commissioner may allow, the claims of a provider 
involving the same HMO to be aggregated and submitted for simultaneous 
review by an independent reviewer when the specific reason for non- 
payment of the claims aggregated involve a dispute regarding a common 
substantive question of fact or law. The mere fact that a claim is not paid 
does not create a common substantive question of fact or law, unless the 
provider has received no remittance advice or other appropriate written or 
electronic notice from an HMO, either partially or totally denying a claim, 
within sixty (60) calendar days of the HMO’s receipt of the claim and the 
claims regard a common substantive question of fact or law. The reviewer 
shall, within fourteen (14) calendar days of receipt of the disputed claim or 
claims, request in writing that both the provider and the HMO provide the 
reviewer any and all information and documentation regarding the 
disputed claim or claims. The reviewer shall request the provider and 
HMO to identify all information and documentation that has been 
submitted by the provider to the HMO regarding the disputed claim or 
claims, and advise that the reviewer will not consider any information or 
documentation not received within thirty (30) calendar days of receipt of 
the reviewer’s request unless the HMO or provider requests the indepen- 
dent reviewer for additional time to complete the investigation of inde- 
pendent review requests when a provider elected to aggregate their 
claims. Thereupon, the reviewer may grant the HMO or provider an 
additional thirty (30) calendar days. The reviewer shall then examine all 
materials submitted and render a decision on the dispute within sixty (60) 
calendar days of the receipt of the disputed claim or claims, unless either 
the reviewer requests guidance on a medical issue from the TennCare 
appeals unit, or the reviewer requests and receives an extension of time 
from the commissioner to resolve the dispute. In reaching a decision, the 
reviewer shall not consider any information or documentation from the 
provider that the provider did not submit to the HMO during that 
organization’s review of the provider’s disputed claim or claims; 

(B) Should the reviewer need assistance on a medical issue connected 
with the disputed claim or claims, then the reviewer shall refer this 
specific issue for review and response to the person in charge of the 
TennCare appeals unit within the TennCare bureau, unless the depart- 
ment in writing designates a different contact. Medical issues requiring 
referral may include whether a medical benefit is a covered service under 
the TennCare contract. The TennCare appeals unit may respond to the 
request, refer the request to an independent contractor, or refer the 
request to the TennCare bureau for review. A request to determine 
whether a service received was medically necessary must be responded to 
by a physician licensed by one (1) or more states in the United States. The 
appeals unit shall provide a concise response to the request within ninety 
(90) calendar days after receipt. If the appeals unit seeks the guidance of 
the TennCare bureau on whether a benefit is a covered service, then the 
bureau must respond to that request in writing in sufficient time to allow 
the appeals unit to timely respond to the reviewer. The reviewer shall 
make a final decision within thirty (30) calendar days of receipt of the 
appeals unit’s response; 
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(C) The reviewer shall send the HMO, the provider, and the TennCare 
division of the department of commerce and insurance a copy of the 
decision. Once the reviewer makes a decision requiring an HMO to pay 
any claims or portion of the claims, then the HMO must send the payment 
in full to the provider within twenty (20) calendar days of receipt of the 
reviewer's decision; 

(D) Within sixty (60) calendar days of a reviewer’s decision, either party 
to the dispute may file suit in any court having jurisdiction to review the 
reviewer’s decision and to recover any funds awarded by the reviewer to 
the other party. Any claim concerning a reviewer’s decision not brought 
within sixty (60) calendar days of the reviewer’s decision will be forever 
barred. Suits filed pursuant to this section will be conducted in accordance 
with the Tennessee Rules of Civil Procedure, and the review by the court 
will be de novo without regard to the reviewer’s decision. The reviewer, or 
any person assisting the reviewer in reaching a decision, shall be prohib- 
ited from testifying at the court proceeding considering the reviewer's 
decision. Unless the contract between the parties specifies otherwise, 
venue and jurisdiction will be in accordance with Tennessee law. If the 
dispute between the parties is not fully resolved prior to the entry of a final 
decision by the court initially hearing the dispute, then the prevailing 
party shall be entitled to an award of reasonable attorney’s fees and 
expenses from the nonprevailing party. “Reasonable attorney’s fees” 
means the number of hours reasonably expended on the dispute multi- 
plied by a reasonable hourly rate, and shall not exceed ten percent (10%) 
of the total monetary amount in dispute or five hundred dollars ($500), 
whichever amount is greater; 

(E) In lieu of requesting independent review, a provider may pursue 
any appropriate legal or contractual remedy available to the provider to 
contest the partial or total denial of the claim. For all claims filed on or 
after October 1, 1999, the state may not mandate that the provider and 
HMO resolve the claims payment dispute through arbitration; 

(F) Providers who are owned by state or local governmental entities 
shall retain the statutory right of setoff if available. Judicial review of a 
reviewer's decision regarding a state or local governmental provider shall 
be in the chancery court of Davidson County, and not in the Tennessee 
claims commission, unless the provider and HMO have agreed to another 
appropriate venue and jurisdiction by contract. The Prompt Pay Act, 
compiled in title 12, chapter 4, part 7, does not impact any claim of 
sovereign immunity that a state or local governmental provider may 
possess, although the provider will be responsible for paying any appro- 
priate attorney’s fees and expenses awarded under subdivision (b)(3)(D); 

(G) All costs associated with implementing these procedures shall be 
paid by the applicable HMO. However, the provider shall reimburse the 
HMO the independent reviewer’s fee within twenty (20) calendar days of 
receipt of the reviewer’s decision, if the reviewer finds that the HMO 
properly denied the claim being reviewed. If a provider fails to properly 
reimburse the HMO, the TennCare division of the department of com- 
merce and insurance may prohibit that provider from future participation 
in the independent review process; 
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(H) The HMO shall compensate the independent reviewer pursuant to 
their written agreement within thirty (30) calendar days of the HMO’s 
receipt of the independent reviewer’s bill for services rendered. If the 
HMO fails to pay the bill for the independent reviewer’s services, then the 
independent reviewer may request payment directly from the state from 
any funds held by the state that are payable to the HMO; and 

(I) The procedures in subdivisions (b)(3)(A)-(H) shall not apply to any 
claims filed with the HMO before October 1, 1999, even if that claim is 
refiled after that date; 

(4) The commissioner shall appoint a panel of five (5) persons, known as 
the selection panel for TennCare reviewers. The panel shall consist of two (2) 
provider representatives, one (1) representative from each of the two (2) 
HMOs with the largest number of TennCare enrollees, and the commissioner 
or the commissioner’s duly designated representative. The panel shall select 
a chairperson, and all decisions of the panel shall be made by a majority vote 
of the members of the panel. The panel shall select and identify an 
appropriate number of independent reviewers to be retained by each HMO 
under subdivision (b)(3). The panel shall negotiate the rate of compensation 
for each reviewer, and the rate of compensation shall be the same for each 
reviewer. Each HMO engaged in a TennCare line of business, as a condition 
of participating in this contract or in the TennCare program, shall contract 
with each reviewer and agree to pay the rate of compensation negotiated by 
the panel. The members of the panel shall not be paid. The panel shall meet 
at least twice a year; 

(5) By no later than May 1 of each year, the commissioner shall report to 
the department of health and to the fiscal review committee the number of 
requests for TennCare claims review filed for each HMO operating a 
TennCare line of business during the prior calendar year. The commissioner 
shall also generally report the outcome of these independent review requests 
for each HMO. In addition, the commissioner shall report the name of any 
provider whose claim denial is upheld in more than fifty percent (50%) of the 
independent review requests, as well as the number of claim reviews with 
the claims denial upheld; 

(6) All claims for services furnished to a TennCare enrollee filed with an 
HMO must be processed by either the HMO or by a single subcontractor 
retained by the organization for the purpose of processing claims. However, 
another single entity can process claims related to each of the following: 
pharmacy, vision, dental or mental health benefits or durable medical 
equipment; 

(7) The HMO shall ensure all its subcontractors processing TennCare 
claims follow the same claims processing and resolution procedures required 
by the Prompt Pay Act, compiled in title 12, chapter 4, part 7. TennCare 
claims processed by a subcontractor are subject to the prompt payment 
requirements of this statute. Claims denied by a subcontractor are subject to 
independent review. If a provider requests independent review of a claim 
denied by a subcontractor, the HMO contracted with that subcontractor 
must initially pay the independent reviewer’s fee. If the independent 
reviewer upholds the subcontractor’s denial, the provider must reimburse 
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the HMO the reviewer’s fee. If the independent reviewer finds for the 
provider, the HMO contracted with the subcontractor must pay the provider 
within twenty (20) calendar days of the reviewer’s decision; 

(8) An HMO that subcontracts with another entity to obtain services for 
TennCare enrollees shall guarantee and assure the payment of all con- 
tracted amounts agreed to be paid to the providers by that entity or that 
entity's agent. This does not preclude the HMO from seeking reimbursement 
from the subcontractor for any amounts paid. Nor does this prevent the 
HMO from asserting any legal defenses to the payment of a provider’s claims 
that were available to the subcontractor. Claims filed with a subcontractor 
are subject to the prompt payment requirements of this statute. Claims 
denied by a subcontractor are subject to independent review. If a provider 
requests independent review of a claim denied by a subcontractor, the HMO 
contracted with that subcontractor must initially pay the independent 
reviewer's fee. If the independent reviewer upholds the subcontractor’s 
denial, the provider must reimburse the HMO the reviewer’s fee. If the 
independent reviewer finds for the provider, the HMO contracted with the 
subcontractor must pay the provider within twenty (20) calendar days of the 
reviewer’s decision; and 

(9) Any HMO found by the commissioner to be in violation of this 
subsection (b) shall be subject to revocation or suspension of its certificate of 
authority under § 56-32-116 or, in the alternative, the imposition of the 


penalties and other remedies set forth at § 56-32-120. 


History. 

Acts 1997, ch. 267, § 1; 1999, ch. 276, § 1; 
2002, ch. 597, § 1; 2003, ch. 37, §§ 1-3; 2005, 
ch. 374, § 2; T.C.A. § 56-32-226; Acts 2010, ch. 
1027, § 3. 


Code Commission Notes. Former part 2, 
8§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-1388, by the 
code commission in 2008. 


Compiler’s Notes. 

The selection panel for TennCare reviewers, 
created by this section, terminates June 30, 
2023. See §§ 4-29-112, 4-29-244. 

Acts 2002, ch. 597, § 2 provided that the 
purpose of the act is to clarify the administra- 
tion of independent review. Nothing contained 
in the amendment by the act shall be construed 
to alter a provider’s right to pursue an action 
for breach of contract. 

Acts 2002, ch. 597, § 4 provided that the act 
shall not affect any requests for independent 
review pending prior to July 1, 2002, and such 
requests shall be governed by the law in effect 


56-32-127. [Repealed.] 


History. 

Acts 1998, ch. 952, §§ 1, 2; 1999, ch. 244, 
§§ 1-4; T.C.A. § 56-32-227, repealed by Acts 
2010, ch. 980, § 28, effective January 1, 2011. 


when such requests were filed with the commis- 
sioner. 

Acts 2005, ch. 374, § 2 provided that the 
Tennessee code commission is directed to 
change any references to the TennCare claims 
processing panel in the Tennessee Code Anno- 
tated to the selection panel for TennCare 
reviewers. 

Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 
§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch. 202, § 1; 1981, ch. 262, § 1; 1983, ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 


Section to Section References. 
This section is referred to in §§ 4-29-244, 
56-7-110, 71-5-1421, 71-5-2314. 


Attorney General Opinions. 

Federal Arbitration Act effect on Chapter 
276, Public Acts of 1999, OAG 99-207 
(10/20/99). 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 
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Compiler’s Notes. maintenance organizations, was repealed by 
Former part 1, §§ 56-32-101 — 56-32-109 Acts 1986, ch. 713, § 27: For provisions relat- 

(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, ing to health maintenance organizations, see 

§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, this part. 

ch. 202, § 1; 1981, ch. 262, § 1; 1983, ch. 374, Former § 56-32-127 concerned independent 

§ 1; 1985, ch. 354, §§ 4, 5), concerning health review of HMOs. 


56-32-128. Point of service option or preferred provider organization 
plan. 


(a) As used in this section, “managed health insurance issuer” means an 
entity that: 

(1) Offers health insurance coverage or benefits under a contract that 
restricts reimbursement for covered services to a defined network of provid- 
ers; and 

(2) Is regulated under this title or is an entity that accepts the financial 
risks associated with the provision of health care services by persons who do 
not own or control, or who are not employed by, the entity. 

(b)(1) Every managed health insurance issuer shall offer, or contract with 

another carrier to offer, an additional benefit at the option of the employee, 

or other principal enrollee, as follows: 

(A) A point of service option that provides benefits for covered services 
through health professionals and providers who are not members of the 
network; or 

(B) A preferred provider organization plan. 

(2) The managed health insurance issuer shall fully disclose to the 
enrollee, in clear, understandable language, the terms and conditions of each 
option, the copayments or other cost-sharing features of each option and the 
costs associated with each option provided by the issuer. The commissioner 
shall promulgate rules regarding presentation of these terms and conditions, 
including a suggested standard format, to facilitate the comparison by the 
enrollee of the terms and conditions of each option. The obligation of a 
managed health insurance issuer to make the offer described in this section 
may be satisfied by the managed health insurance issuer providing to the 
employer or other plan sponsor presentation materials for dissemination to 
employees or principal enrollees. 

(c) The amount of any additional premium required for the options de- 
scribed in subsection (b) may be paid by the purchaser of the health plan or 
may be paid by the enrollee of the group. The additional premium, taking into 
account any copayments or other cost-sharing features, shall not exceed an 
amount that is fair and reasonable in relation to the benefits provided, as 
determined by the commissioner. 

(d)(1) Under the option described in subsection (b), the rate of reimburse- 

ment for health providers out of the network shall be the same as the rate of 

reimbursement for noncapitated providers in the network; provided, that 
copayment, co-insurance and other cost-sharing features may be different 
for out of network providers. 

(2) Amanaged health insurance issuer shall not be RobitP to reimburse 
an out of network provider for nonemergency services unless the provider: 

(A) Has disclosed to the patient a reasonable range of the total charges 
for the services being provided; and 


433 HEALTH MAINTENANCE ORGANIZATION ACT OF 1986 56-32-129 

(B) Has advised the patient that the provider may bill the patient for 

the balance of any charges that are not otherwise reimbursed by the 

managed health insurance issuer. If, after request by the patient, the 

provider fails to disclose a reasonable range of the total of charges for any 

nonemergency services provided, the patient shall not be liable for the 
charges. 

(e) The option described in subsection (b) shall be a part of every contract 
issued by a managed health insurance issuer; provided, that an employer who 
employs not more than one hundred (100) full-time employees may reject the 
point of service option in writing. 

(f) The requirements of this section shall be satisfied if the employer or other 
person sponsoring the health insurance or health benefits plan includes for all 
principal enrollees a preferred provider organization plan, a plan that offers 
unrestricted access to providers, or a point of service benefit as specified in this 
section. 

(g) Nothing contained in this section shall be construed or interpreted as 
applying to the TennCare programs administered pursuant to the waivers 
approved by the United States department of health and human services, to 
entities that qualify to participate in the Medicare+Choice program, or to 
individual health insurance contracts. 

(h) Notwithstanding any other law to the contrary, an HMO may under- 
write directly the point of service benefit required by this section. 


History. Acts 1986, ch. 713, § 27. For provisions relat- 


Acts 1998, ch. 1033, §§ 2, 3; T.C.A. § 56-32- 
228; Acts 2013, ch. 92, § 1. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 


Compiler’s Notes. 

Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 
§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch. 202, § 1; 1981, ch. 262, § 1; 1988, ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 


ing to health maintenance organizations, see 
this part. 

Acts 2013, ch. 92, § 2 provided that the act, 
which amended subsection (e), shall apply to 
contracts issued or renewed on or after April 8, 
2013. 


Cross-References. 

Reporting requirements satisfied by notice to 
general assembly members of publication of 
report, § 3-1-114. 


Section to Section References. 
This section is referred to in §§ 56-7-1004, 
56-7-2356, 56-7-2359, 56-7-3102. 


56-32-129. Prohibited discrimination. 


(a) The managed health insurance issuer shall not discriminate with 
respect to participation, referral, reimbursement of covered services or indem- 
nification as to any provider within a class of providers who is acting within the 
scope of the provider’s license or certification under state law, solely on the 
basis of the license or certification. In selecting among providers of health 
services for membership in a provider network, the managed health insurance 
issuer or other network shall not discriminate against a class of providers who 
provide services that are covered by the plan by prohibiting the class of 
providers from membership in the provider network. This section shall not be 
construed as prohibiting managed health insurance issuers from including 
providers or classes of providers only to the extent necessary to meet the needs 
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of the managed health insurance issuer’s plan and its enrollees, or from 
limiting referrals or establishing any other measure designed to maintain 
quality and control costs consistent with the responsibilities of the plan. This 
chapter shall not be construed as creating coverage for any service that is not 
otherwise covered under the terms of the managed health insurance issuer’s 
plan. 

(b) As used in this section, “class of providers” means optometrists, ophthal- 


mologists, podiatrists and chiropractors. 


History. 
Acts 1998, ch. 1033, § 6; 2002, ch. 641, § 1; 
T.C.A. § 56-32-229. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 


Compiler’s Notes. 

Acts 1998, ch. 1033, § 11 provided that the 
effects of this section shall be reviewed and 
studied by the department of commerce and 
insurance, the department of health and the 
comptroller of the treasury, and their joint 
report relative to the social, fiscal and economic 
impact of the act shall be submitted to the 
general assembly on or before February 1, 
2001. 


Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 
§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch. 202, § 1; 1981, ch. 262, § 1; 1983, ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 


Cross-References. 

Reporting requirements satisfied by notice to 
general assembly members of publication of 
report, § 3-1-114. 


Law Reviews. 

The Brief Life of the Gag Clause: Why Anti- 
Gag Clause Legislation Isn’t Enough, 67 Tenn. 
L. Rev. 1 (1999). 


56-32-130. Prohibited retaliatory action. 


(a) A managed health insurance issuer shall not terminate or nonrenew a 
contract with a health care provider, or take other retaliatory action against a 
health care provider, because the provider: 

(1) Communicated with an enrollee with respect to the enrollee’s health 
status, health care or treatment options, if the health care provider is acting 
in good faith and within the provider’s scope of practice as defined by law; 

(2) Disclosed accurate information about whether a health care service or 
treatment is covered by an enrollee’s health coverage plan; or 

(3) Expressed personal disagreement with the decision made by the 
managed health insurance issuer regarding treatment or coverage provided 
to a patient of the provider, or assisted the enrollee in pursuing the grievance 
process relative to the decision of the managed health insurance issuer; 
provided, the health care provider makes it clear that the provider is acting 
in a personal capacity, and not as a representative of, or on behalf of, the 
managed health insurance issuer. 

(b) Nothing in this section shall prohibit: 

(1) A managed health insurance issuer from taking action against a 
provider if the health plan has evidence that the provider’s actions are 
illegal, constitute health care liability or are contrary to accepted medical 
practices; 

(2) Acontract provision or directive that requires any contracting party to 
keep confidential or to not use or disclose specific amounts paid to a provider, 
provider fee schedules, provider salaries and other proprietary information 
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of a specific contract issued by a managed health insurance issuer; or 

(3) A managed health insurance issuer from making a determination not 
to pay for a particular medical treatment or service or to enforce reasonable 
peer review or utilization review protocols. 

(c) Nothing in this section shall be construed as permitting retaliatory 
action by a managed health insurance issuer against a provider because the 
provider disclosed to the patient accurate information regarding the basis of 
the provider reimbursement. 

(d) This section shall not be construed to create a cause of action or remedy 
that would not exist in the absence of this section, except for the purposes of 
enforcing the prohibitions set forth in this section. 

(e)(1) A managed health insurance issuer shall develop and implement 

procedures to ensure that health care providers are regularly informed of 

information maintained by the issuer to evaluate the performance or 
practice of the health care provider. The issuer shall consult with health care 
professionals in developing methodologies to collect the health care provid- 
er’s profiling, tiering, comparison, or ratings data, which may include, but is 
not limited to, claims data. For those issuers that publicize or otherwise 
make known to participating providers or their members the results of the 
provider’s performance, the managed health insurance issuer shall, sixty 

(60) days prior to the public publishing of provider-specific information such 

as profiling, tiering, performance comparison, including, but not limited to, 

pay for performance programs or ratings data, do all of the following: 

(A) Make available to the provider all methodologies, quality measures, 
data, analysis, and conclusions, ratings relied upon by the issuer and the 
degree to which each is relied upon by the issuer and allow the provider a 
reasonable opportunity to review and provide additional data or medical 
records and comments on the information proposed to be published by the 
issuer regarding the individual provider’s profiling, tiering, comparison, or 
ratings; 

(B) Should a provider submit additional data or medical records or 
comments under this subsection (e), that submission shall be made within 
thirty (30) days of the receipt of notice that the issuer will publish the 
information. If a provider submits additional data or medical records or 
comments on the information proposed to be published by the issuer, and 
the issuer elects to alter the provider’s profiling, tiering, comparison, or 
ratings in accordance with and pursuant to the additional data or medical 
records and comments, then the issuers shall accordingly modify the 
provider’s profiling, tiering, comparison or ratings prior to public publica- 
tion of provider-specific information; 

(C) The issuer shall provide with the publication of the provider 
performance rating information a prominently displayed disclosure of the 
data sources used to develop the rating information, an explanation of the 
limitations of data derived from these sources, and an explanation of the 
specific aspects or domains of provider performance that were measured to 
derive the ratings; and 

(D) Whenever the issuer periodically updates any data results or 
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findings publicized pursuant to this section, and to the extent those 
updates result in a lower rating of the provider’s performance rating, the 
issuer shall repeat the requirements established by subdivisions 


(e)(1)(A)-(C). 


(2) Notwithstanding any law, contract or other legal standard to the 
contrary, upon satisfying and complying with the requirements of this 
subsection (e), the issuer may publicize the results of a provider’s perfor- 
mance rating in the manner and frequency that the issuer deems appropri- 


ate. 


History. 
Acts 1998, ch. 1033, § 10; 2007, ch. 406, § 1; 
T.C.A. § 56-32-230; Acts 2012, ch. 798, § 26. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 


Compiler’s Notes. 

Acts 1998, ch. 1033, § 11 provided that the 
effects of this section shall be reviewed and 
studied by the department of commerce and 
insurance, the department of health and the 
comptroller of the treasury, and their joint 
report relative to the social, fiscal and economic 
impact of the act shall be submitted to the 
general assembly on or before February 1, 
2001. 

For the Preamble to the act regarding evalu- 


ating the performance or practice of health care 
providers, please refer to Acts 2007, ch. 406. 

Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 
§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch. 202, § 1; 1981, ch. 262, § 1; 1983, ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 


Cross-References. 
Confidentiality of public records, § 10-7-504. 
Reporting requirements satisfied by notice to 
general assembly members of publication of 
report, § 3-1-114. 


Section to Section References. 
This section is referred to in § 56-2-125. 


56-32-131. Verification of health benefit delivery — Annual review — 
Survey of persons disenrolled by the TennCare program. 


(a) It is the intent of this section to establish a procedure to verify that the 
HMOs and behavioral health organizations participating by contract in the 
TennCare program are delivering the health benefits required under their 
TennCare contracts with the state. This procedure shall also assure that each 
of these entities have adequate provider networks to ensure the effective and 
efficient delivery of health care services to TennCare enrollees. 

(b) The commissioner, with the advice and consent of the office of the 
comptroller of the treasury, shall contract with an entity independent of the 
state of Tennessee to conduct annual reviews of organizations contracting with 
the state in the TennCare program. The contract shall be entered into in 
accordance with appropriate state procedures. The purpose of this contract 
shall be to verify, on an annual basis, that each HMO and behavioral health 
organization contracting with the state of Tennessee in the TennCare program 
is delivering health care services in conformity with the TennCare contract and 
applicable statutory authority. This annual review shall include verifying that 
each of these organizations maintains an adequate network. The standards for 
network adequacy are defined by the TennCare contract and applicable 
statutes and regulations. Nothing in this subsection (b) precludes the expan- 
sion of the state’s current contract with its External Quality Review Organi- 
zation (EQRO) to include having the EQRO conduct this review. The contractor 


437 HEALTH MAINTENANCE ORGANIZATION ACT OF 1986 56-32-132 
shall submit all findings for each organization in writing to the commissioner, 
the comptroller of the treasury and the director of the TennCare bureau. 

(c) The department of commerce and insurance is authorized to conduct a 
survey of persons disenrolled by the TennCare program to determine if the 
persons were able to procure health insurance in the private market, or 
otherwise had access to healthcare benefits. The survey will not commence 
until a survey form is developed with the assistance of the TennCare bureau of 
the department of finance and administration, adopted by the commissioner of 
commerce and insurance, and approved by the state comptroller of the 
treasury. The survey will be conducted of persons who were disenrolled during 


the period from January 1, 2002, to December 31, 2002. 


History. 
Acts 1999, ch. 322, § 1; 2002, ch. 874, § 1; 
T.C.A. § 56-32-231. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 


Compiler’s Notes. 

Acts 1999, ch. 322, § 8, provided that noth- 
ing in this section shall be construed to desig- 
nate as confidential any information required 
to be disclosed under the provisions of Acts 
1999, ch. 379. If, during an examination or 
investigation under the provisions of this act by 
the department of commerce and insurance of a 
health maintenance organization, any affiliate 
or parent of a health maintenance organiza- 
tion, the department discovers that a disclosure 
required to be made under the provisions of 
Acts 1999, ch. 379 was not made, then the 
commissioner of commerce and insurance shall 
disclose to the commissioner of health such 
information required under such act within 
fifteen (15) days of making such discovery. 


Acts 2002, ch. 874, § 2 provided that to 
effectuate the provisions of that act, the com- 
missioner of commerce and insurance shall 
have the authority to promulgate any neces- 
sary rules and contract with appropriate ven- 
dors. All such rules and regulations shall: be 
promulgated in accordance with the Uniform 
Administrative Procedures Act, compiled in 
title 4, chapter 5. 

Acts 2002, ch. 874, § 3 provided that the cost 
incurred by the department of commerce and 
insurance in conducting the survey shall be 
paid from existing revenue available to the 
TennCare program including, but not limited 
to, TennCare reserve funds. 

Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 
§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch. 202, § 1; 1981, ch. 262, § 1; 1983, ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 


Cross-references. 
Confidentiality of public records, § 10-7-504. 


56-32-132. Investigatory powers of the department of commerce and 
insurance. 


For the purposes of regulation and oversight of HMOs that participate in the 
TennCare program under Title XIX of the federal Social Security Act (42 U.S.C. 
§ 1396 et seq.), or any successor to the TennCare program, and in addition to 
the powers and duties set forth in this title, the department of commerce and 
insurance has the power to examine and investigate the affairs of every person, 
entity, HMO, an affiliate of the parent of the HMO, or an affiliate of the HMO, 
in order to determine whether the person, entity, HMO, an affiliate of the 
parent of the HMO, or an affiliate of the HMO, is operating in accordance with 
this chapter and title 71, chapter 5. 


History. 
Acts 1999, ch. 322, § 2; T.C.A. § 56-32-232. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 


as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 


Compiler’s Notes. 
Acts 1999, ch. 322, § 8, provided that noth- 


56-32-133 


ing in this section shall be construed to desig- 
nate as confidential any information required 
to be disclosed under the provisions of Acts 
1999, ch. 379. If, during an examination or 
investigation under the provisions of this act by 
the department of commerce and insurance of a 
health maintenance organization, any affiliate 
or parent of a health maintenance organiza- 
tion, the department discovers that a disclosure 
required to be made under the provisions of 
Acts 1999, ch. 379 was not made, then the 
commissioner of commerce and insurance shall 
disclose to the commissioner of health such 
information required under such act within 
fifteen (15) days of making such discovery. 


56-32-133. [Repealed.] 


Compiler’s Notes. 
Former § 56-32-133 (Acts 1999, ch. 322, § 6; 
T.C.A., § 56-32-233), concerning investigatory 
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Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, §§ 1°— 5; 1978, ch. 818, 
§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch. 202, § 1; 1981, ch. 262, § 1; 1983, ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 


Cross-references. 
Confidentiality of public records, § 10-7-504. 


Section to Section References. 
This section is referred to in § 56-32-135. 


powers of the department of commerce and 
insurance, is repealed by Acts 2000, ch. 708, 
§ 6, effective May 18, 2000. 


56-32-134. Required information for verification and audit purposes. 


(a) As used in this section, “affiliate” has the same meaning as defined in 


§ 56-32-102. 


(b)(1) For verification and audit purposes, each managed care organization 
that participates in the TennCare program shall provide to the department 
of commerce and insurance the following information for its organization: 
(A) The names and addresses of all persons required to file a disclosure 
with the commissioner of health under § 71-5-137(a) and (b); 
(B) An explanation of the interest in or connection with the managed 
care organization, or an affiliate of the organization, in accordance with 
§ 71-5-137(a), of each person required to file a disclosure under subdivi- 


sion (b)(1)(A); and 


(C) A listing of all compensation of any form paid to each person 
required to file a disclosure under subdivision (b)(1)(A) related to the 
person’s interest in or connection with the managed care organization, or 
an affiliate of the organization, in accordance with § 71-5-137(a). 

(2) The information shall be provided on or before January 15 of each year 


for the preceding calendar year. 


History. 
Acts 2000, ch. 708, § 5; T.C.A. § 56-32-234. 


Code Commission Notes. Former part 2, 
8§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 


Compiler’s Notes. 
Former part 1, §§ 56-32-101 — 56-32-109 


56-32-135. Confidentiality. 


(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 
§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch: 202):$' 1) 1981) ch? 262, ‘Si I 1983) env 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 


Any information and documentation obtained by the department pursuant 
to § 56-32-117(c) or § 56-32-132, shall be considered confidential, unless the 
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56-32-137 


commissioner in the commissioner’s sole discretion determines to disclose the 


information or documentation. 


History. 
Acts 2000, ch. 708, § 8; T.C.A. § 56-32-235. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 


Compiler’s Notes. 
Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 


56-32-136. Violation and penalty. 


§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch. 202, § 1; 1981, ch. 262, § 1; 1983, ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


A violation of this chapter shall subject the violator to the penalty contained 


in § 56-1-801. 


History. 
Acts 2000, ch. 708, § 8; T.C.A. § 56-32-236. 


Code Commission Notes. Former part 2, 
8§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-138, by the 


(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 
§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
Dw202, 6 rook, Cn. 2oase Lodo, Chit, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 


code commission in 2008. ; 3 ae 
ing to health maintenance organizations, see 


Compiler’s Notes. this part. 


Former part 1, §§ 56-32-101 — 56-32-109 


56-32-137. Discrimination prohibited — Coverage not created. 


A managed health insurance issuer shall not discriminate with respect to 
participation, referral, reimbursement of covered services, or indemnification 
as to any provider who is acting within the scope of the provider’s license or 
certification under state law, solely on the basis of the license or certification. 
In selecting among providers of health services for membership in a provider 
network, a managed health insurance issuer or other network shall not 
discriminate against a class of providers who provide services that are covered 
by the plan by prohibiting the class of providers from membership in the 
provider network. As used in this section, “class of providers” means licensed 
physician assistants as defined in § 63-19-102, certified nurse midwives as 
described in § 56-7-2407, and nurses in advanced practice as defined in 
§ 56-7-2408. This section shall not be construed as prohibiting managed 
health insurance issuers from including providers or classes of providers only 
to the extent necessary to meet the needs of the managed health insurance 
issuer’s plan and its enrollees or from limiting referrals or establishing any 
other measure designed to maintain quality and control costs consistent with 
the responsibilities of the plan. This section shall not be construed as creating 
coverage for any service that is not otherwise covered under the terms of the 
managed health insurance issuer’s plan. 


56-32-138 


History. 
Acts 2001, ch. 88, § 1; 2002, ch. 554, § 1; 
T.C.A. § 56-32-237. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 
as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 
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(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 
§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
ch. 202, § 1; 1981, ch. 262, § 1; 1983, ch. 374, 
§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 718, § 27. For provisions relat- 
ing to health maintenance organizations, see 


this part. 
Compiler’s Notes. 
Former part 1, §§ 56-32-101 — 56-32-109 


56-32-138. Payment of authorized pharmacy claims — Corrections by 
pharmacy. 


(a)(1) If authorization is given and a pharmacy claim is adjudicated by an 
HMO or its agent to any pharmacy services provider for care to be delivered 
to a covered beneficiary under any evidence of coverage issued by the HMO, 
including those organizations participating in the TennCare program, col- 
lectively referred to as “organization,” then the organization acting directly 
or by delegation through an agent acting on behalf of the organization shall 
not subsequently rescind or modify that authorization or deny the autho- 
rized payment to the pharmacy services provider for the authorized service 
after the provider renders the authorized service in good faith and pursuant 
to the authorization, except for payments made as a result of the provider's 
misrepresentation or fraud. 

(2) If the bureau of TennCare provides notice to the HMO or its agent that 

a person is eligible to participate in the TennCare program, and, if based on 
good faith reliance on the information, the HMO makes a payment to a 
pharmacy provider for providing pharmacy services to the person enrolled in 
the TennCare program, and if the bureau of TennCare later rescinds the 
eligibility for the person, then the bureau of TennCare shall remain liable to 
the HMO for any amount the HMO paid to the provider for the pharmacy 
services. The bureau of TennCare shall not be liable when the eligibility is 
rescinded in the case of fraud or death as defined in the contract. The bureau 
of TennCare shall not be liable due to an error or delay on the part of the 
managed care organization or its agents in processing eligibility information 
received from the bureau of TennCare. 

(b) Notwithstanding subsection (a), any organization may request the 
pharmacy to adjust or correct an adjudicated claim to correct incorrect data 
elements, including incorrect billing units, incorrect national drug code (NDC) 
numbers and incorrect prescriber identification numbers submitted in error 
and in good faith by the pharmacy. An organization shall provide the pharmacy 
an opportunity to correct claims submitted by the pharmacy in good faith. If 
the pharmacy does not correct the adjudicated claim requested within thirty 
(30) days of receipt of the request, then the organization may rescind, modify 
or recoup the funds paid on the requested claim and shall not be in violation of 
this section. 


History. 
Acts 2001, ch. 340, § 1; T.C.A. § 56-32-238. 


Code Commission Notes. Former part 2, 
§§ 56-32-201 — 56-32-238, was redesignated 
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as part 1, §§ 56-32-101 — 56-32-138, by the 
code commission in 2008. 


Compiler’s Notes. 

Acts 2001, ch. 340, § 4, provided that the act 
shall not apply to health plans preempted from 
state regulation by the Employee Retirement 
Income Security Act of 1974 (ERISA) (P.L. 93- 
406, which is codified as 29 U.S.C. § 1001 et 
seq.). 

Former part 1, §§ 56-32-101 — 56-32-109 
(Acts 1971, ch. 419, §§ 1 — 5; 1978, ch. 818, 
§ 1; T.C.A., §§ 56-4101 — 56-4105; Acts 1981, 
eh. 202/91; 1981, ch. 262)'$ | 1351983, ch. 374, 
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596-32-138 


§ 1; 1985, ch. 354, §§ 4, 5), concerning health 
maintenance organizations, was repealed by 
Acts 1986, ch. 713, § 27. For provisions relat- 
ing to health maintenance organizations, see 
this part. 


Cross-References. 
Compliance with provisions regarding autho- 
rizations for pharmacy services, § 71-5-138. 
Payment on authorized services and correc- 
tion of submitted claims, § 56-7-2362. 


Section to Section References. 
This section is referred to in § 56-7-3103. 


Section 


56-35-101. 
56-35-102. 
56-35-103. 
56-35-104. 
56-35-105. 
56-35-106. 
56-35-107. 
56-35-108. 
56-35-109. 
56-35-110. 
56-35-111. 
56-35-112. 
56-35-113. 
56-35-114. 
56-35-115. 
56-35-116. 
56-35-117. 
56-35-118. 
56-35-119. 
56-35-120. 
56-35-121. 
56-35-122. 
56-35-123. 
56-35-124. 
56-35-125. 
56-35-126. 
56-35-127. 
56-35-128. 
56-35-129. 
56-35-130. 
56-35-131. 
56-35-132. 
56-35-133. 


56-35-201. 
56-35-202. 
56-35-203. 


CHAPTERS 33-34 [RESERVED] 


CHAPTER 35 
TITLE INSURANCE LAW 


Part 1. Operation of Title Insurance Businesses 


Short title — Application — Scope. 
Chapter definitions. 

Powers of title companies. 

Business prohibited title companies. 
Supervision and control by commissioner. 
Certificate of compliance — Fee. 


Tax on risk rate charges — Credits and exemptions — Penalties — Minimum tax. 


Annual statement — Forms. 

Foreign corporations — Commissioner appointed to accept process. 
Agencies to hold certificates of authority — Application for certificate. 
Companies to file rates — Disapproval of rates by commissioner — Hearing. 
Paid-up capital stock — Surplus account — Deposits with commissioner. 
Use of income from deposits. 

Reserve fund of domestic insurers. 

Unearned premium reserve. 

Deposit and reserve funds — Care and investment. 

Exchange of information — Consultation and cooperation — Limitations. 
Reasonable competition not discouraged. 

Rebates prohibited. 

Attorney-client relationship. 

Persons recommending insurance. 

Rules and regulations. 

Conduct of hearings. 

[Repealed.] 

Cessation of business — Procedure. 

Conflicting laws — Application. 

Administration of chapter — Penalties. 

Effect of laws of other states. 

Title search and examination. 

Accounts and records. 

Additional requirements for license or certificates — Violation of agreements. 
Rating organizations. 

Notification to buyers of the availability of title insurance. 


Part 2. Licensing and Appointment of Agents 


Agents to be licensed — Examination — Other requirements. 
Bond or deposit required — Suits on bond. 
Title insurance companies not to defray agents’ license expenses. 


56-35-101 


Section 
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56-35-204. Appointment of agents — Terminations — Renewals — Fees —~ Exceptions. 


56-35-205. Revocation of agent’s authority. 


PART 1 
OPERATION OF TITLE INSURANCE BUSINESSES 


56-35-1001. Short title — Application — Scope. 


Law. 


(a) This chapter shall be known and may be cited as the “Title Insurance 


(b) All title insurance companies, title insurance agents and the business of 
title insurance in this state shall be regulated, licensed and controlled by and 
under this chapter to the exclusion of all other laws and parts of laws of a 
general nature not specifically applicable. 


History. 
Acts 1955, ch. 173, § 1; T.C.A., § 56-3401. 


Cross-References. 
See notes to § 56-35-103. 


Section to Section References. 
This chapter is referred to in §§ 56-1-501, 
56-9-102. 


This part is referred to in § 4-3-1016. 


Law Reviews. 

Title Insurance Rate Issues and How They 
Should Be Addressed (Donald T. Chunn), 25 
No. 5 Tenn. B.J. 32 (1989). 


NOTES TO DECISIONS 


Analysis 


1. Nature and Scope of Powers. 
2. —Relation to Law Business. 


1. Nature and Scope of Powers. 

Title insurance companies should not by nar- 
row or strained construction be prohibited by 
court decisions from drafting legal documents 
which are intimately connected with the busi- 
ness for which they are chartered. Barr Ass’n of 
Tennessee v. Union Planters Title Guaranty 
Co., 46 Tenn. App. 100, 326 S.W.2d 767, 1959 
Tenn. App. LEXIS 90 (Tenn. Ct. App. 1959). 

Title insurance companies were not only en- 
titled to ascertain condition of title as a condi- 
tion precedent to the issuance of a title guar- 
anty policy or a commitment for such policy and 
to employ staff lawyers or outside lawyers for 
such purpose but could, through their attor- 
neys, draft or procure the execution of instru- 
ments necessary for the correction of defects in 
titles or the making of such titles insurable and 
could participate in escrow agreements legiti- 
mately incidental to their main or principal 
business. Barr Ass’n of Tennessee v. Union 
Planters Title Guaranty Co., 46 Tenn. App. 100, 


326 S.W.2d 767, 1959 Tenn. App. LEXIS 90 
(Tenn. Ct. App. 1959). 


2. —Relation to Law Business. 

In determining whether injunction should 
issue to prohibit title guaranty companies from 
engaging in activities alleged to constitute un- 
lawful practice of law, the test was not whether 
the activities constituted unfair competition 
with lawyers but whether they affected the 
rights and interests of the public in such a way 
as to be contrary to the public policy of the 
state. Barr Ass’n of Tennessee v. Union Planters 
Title Guaranty Co., 46 Tenn. App. 100, 326 
S.W.2d 767, 1959 Tenn. App. LEXIS 90 (Tenn. 
Ct. App. 1959). 

Activities of title guaranty companies which 
were legitimately incidental to main or princi- 
pal business of title insurance would not be 
adjudged to be unlawful practice of law and 
enjoined as such even though they might con- 
stitute “practice of law” or the doing of “law 
business.” Barr Ass’n of Tennessee v. Union 
Planters Title Guaranty Co., 46 Tenn. App. 100, 
326 S.W.2d 767, 1959 Tenn. App. LEXIS 90 
(Tenn. Ct. App. 1959). 
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Collateral References. Liability of one preparing abstract of title, for 

Defect in, or condition of, adjacent land or deficiencies therein, to one other than person 
way as within coverage of title insurance policy. directly contracting for abstract. 34 A.L.R.3d 
8 A.L.R.4th 1246. 1122, 50 A.L.R.4th 314. 


56-35-102. Chapter definitions. 


As used in this chapter, unless the context otherwise requires: 

(1) “Associate” includes any: 

(A) Employee of a producer of title insurance business; 

(B) Spouse or relative within the second degree by blood or marriage of 
a producer of title insurance business or of an associate of a producer of 
title insurance business; 

(C) Person who has a financial interest in a producer of title insurance 
business or in an associate of a producer of title insurance business; 

(D) Person in whom a producer of title insurance or an associate of a 
producer of title insurance business has a financial interest; 

(E) Organized for profit business in which a producer of title insurance 
business or an associate of a producer of title insurance business is a 
director, officer, partner or employee; 

(F) Corporation making consolidated returns for United States income 
tax purposes with any producer of title insurance business or with any 
associate of a producer of title insurance business; or 

(G) Person with whom a producer of title insurance business or an 
associate of a producer of title insurance business has any agreement, 
arrangement or understanding, or pursues any course of conduct designed 
to evade this chapter; 

(2) “Commissioner” means the commissioner of commerce and insurance, 
and includes all deputies legally appointed and constituted to act in the 
commissioner’s place and stead by other applicable law of the state; 

(3) “Controlled business” describes that portion of a title insurance 
company’s, title insurance agent’s or title insurance agency’s business in this 
state with which there is connected in any way, directly or indirectly: 

(A) Producers of title insurance business who have financial interests in 
the title insurance company, title insurance agent or title insurance 
agency; 

(B) Associates of the producers; or 

(C) Associates who have financial interests in the title insurance 
company, title insurance agent or title insurance agency; 

(4) “Financial interest” means any interest, legal or beneficial, such that 
the holder is or will be entitled to a share of the net profits or net worth of 
the business in which the interest is held; 

(5) “Person” means an individual, firm, association, partnership, estate, 
trust, fiduciary, syndicate or corporation; 

(6) “Policy” means any instrument, contract or agreement whereby and 
whereunder title insurance companies insure or guarantee titles to real 
property, or interests therein, or liens or encumbrances on the property, as 
defined in subdivision (11); 

(7) “Producer of title insurance business” means: 

(A) The insured or one (1) of the insureds under a policy of title 
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insurance, except that, if the interest of the insured is held in a fiduciary 

capacity, the true or beneficial owner of the interest shall be deemed the 

insured for the purposes of this definition; or 

(B) Any person engaged in the trade, business, occupation or profession 
of: 

(i) Buying, selling, or leasing, or brokering or acting as agent in the 
buying, selling or leasing of interests in real property; 

(ii) Making, brokering or acting as agent in the making of loans 
secured by interests in real property; 

(iii) Building or developing for sale or lease real property, either 
improved or unimproved; 

(iv) Providing escrow or closing services in connection with the 
transfer of interests in real property or the making of loans secured by 
interests in real property, other than as a title insurance agent or a title 
insurance agency, or as a full-time employee of a title insurance 
company, a title insurance agent or a title insurance agency; or 

(v) Practicing law, other than as a full-time employee of a title 
insurance company, a title insurance agent or a title insurance agency; 

(8) “Risk rate” means the aggregate consideration paid, or to be paid, toa 
title insurance company for the insurance liability assumed under the policy 
of title insurance, or binder therefor, issued and delivered, or proposed to be 
issued and delivered, by the company, exclusive of all other charges incident 
to the issuance of the binder or policy for abstracting, record searching, 
certificates as to the record title to real estate, escrow and closing services, 
or other related services that may be offered by any title insurance or 
guaranty company and which company is authorized by law and its charter 
to perform, or the company’s costs and expenses of procuring examinations 
of titles by attorneys approved or selected by it for such purpose; 

(9) “Title insurance agency” means a firm, association, trust, corporation, 
cooperative, joint stock company or other legal entity authorized in writing 
by a title insurance company to solicit title insurance, collect premiums, 
determine insurability in accordance with the underwriting rules and 
standards prescribed by the title insurance company that the agency 
represents, and issue title insurance policies, title insurance binders, com- 
mitments to insure and endorsements thereto in its behalf; 

(10) “Title insurance agent” means either: 

(A) A natural person who meets the requirements of or performs the 
same functions as a “title insurance agency”; provided, that “title insur- 
ance agent” does not include officers and salaried employees of any title 
insurance company; or 

(B) A member, officer or employee of a title insurance agency who 
exercises the powers and performs the duties of the agency; 

(11) “Title insurance business” means the insuring or guaranteeing of 
titles to real property, or interests in real property, or the validity, accuracy 
or sufficiency of liens or encumbrances on real property; provided, that 
nothing contained in this chapter shall make it necessary for any corporation 
making abstracts of title, certifying to the correctness of abstracts of title, 
issuing certificates as to the record title to real estate, or furnishing 
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information regarding title to real estate, to comply with this chapter, when 
the information does not take the form of, and is not, in fact, an insurance of 
the title to real estate, or interest in real estate, or of the liens or other 
encumbrances; and 

(12) “Title insurance company” means any corporation, foreign or domes- 
tic, authorized by its charter to conduct a “title insurance business” as 


defined by this chapter and is sometimes referred to as “insurer” or 


“isurers.” 


History. 

Acts 1955, ch. 173, § 1; impl. am. Acts 1971, 
ch. 137, § 2; T.C.A., § 56-3402; Acts 1980, ch. 
pare oh 


Law Reviews. 

Title Insurance Rate Issues and How They 
Should Be Addressed (Donald T. Chunn), 25 
No. 5 Tenn. B.J. 32 (1989). 


56-35-103. Powers of title companies. 


Every corporation complying with this chapter has, in addition to the powers 
and authority under its charter and existing laws applicable to the company, 


the following additional authority: 


(1) To own, lease or construct abstract or title plants, and operate and 
maintain the same, and make, certify, guarantee and issue abstracts of title; 


and 


(2) To act as escrow agent in connection with any transaction relating to 
the purchase, sale, exchange, lease, mortgage or other acquisition, disposi- 
tion or encumbrance of property, real or personal, or any interest therein. 


History. 
Acts 1955, ch. 173, § 2; T.C.A., § 56-3403. 


NOTES TO DECISIONS 


Analysis 


1. Nature and Scope of Powers. 
2. —Relation to Law Business. 


1. Nature and Scope of Powers. 

Title insurance companies should not by nar- 
row or strained construction be prohibited by 
court decisions from drafting legal documents 
which are intimately connected with the busi- 
ness for which they are chartered. Barr Ass’n of 
Tennessee v. Union Planters Title Guaranty 
Co., 46 Tenn. App. 100, 326 S.W.2d 767, 1959 
Tenn. App. LEXIS 90 (Tenn. Ct. App. 1959). 

Title insurance companies were not only en- 
titled to ascertain condition of title as a condi- 
tion precedent to the issuance of a title guar- 
anty policy or a commitment for such policy and 
to employ staff lawyers or outside lawyers for 
such purpose but could, through their attor- 
neys, draft or procure the execution of instru- 
ments necessary for the correction of defects in 
titles or the making of such titles insurable and 
could participate in escrow agreements legiti- 
mately incidental to their main or principal 
business. Barr Ass’n of Tennessee v. Union 
Planters Title Guaranty Co., 46 Tenn. App. 100, 


326 S.W.2d 767, 1959 Tenn. App. LEXIS 90 
(Tenn. Ct. App. 1959). 


2. —Relation to Law Business. 

In determining whether injunction should 
issue to prohibit title guaranty companies from 
engaging in activities alleged to constitute un- 
lawful practice of law, the test was not whether 
the activities constituted unfair competition 
with lawyers but whether they affected the 
rights and interests of the public in such a way 
as to be contrary to the public policy of the 
state. Barr Ass’n of Tennessee v. Union Planters 
Title Guaranty Co., 46 Tenn. App. 100, 326 
S.W.2d 767, 1959 Tenn. App. LEXIS 90 (Tenn. 
Ct. App. 1959). 

Activities of title guaranty companies which 
were legitimately incidental to main or princi- 
pal business of title insurance would not be 
adjudged to be unlawful practice of law and 
enjoined as such even though they might con- 
stitute “practice of law” or the doing of “law 
business.” Barr Ass’n of Tennessee v. Union 
Planters Title Guaranty Co., 46 Tenn. App. 100, 
326 S.W.2d 767, 1959 Tenn. App. LEXIS 90 
(Tenn. Ct. App. 1959). 
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56-35-104. Business prohibited title companies. 


+ 


No corporation qualified to engage in the business of title insurance under 
this chapter shall guarantee the payment of any note, bond, mortgage or 
obligation of any other person or corporation, or execute collateral trust 
indentures as principal, or issue bonds secured by mortgages pledged under 
collateral trust indentures or certificates of participation in notes or mort- 
gages, or engage in the business of banking. 


History. 
Acts 1955, ch. 173, § 3; T.C.A., § 56-3404. 
NOTES TO DECISIONS 
1. Violation Not Established. mortgage, did not improperly guarantee the 


Title insurance company engaging in title obligation of another and did not violate this 
insurance business as defined in § 56-35- section. Humphries v. West End Terrace, Inc., 
102(11), which issued a policy to purchasers of 795 S.W.2d 128, 1990 Tenn. App. LEXIS 219 
condominium units insuring against any loss (Tenn. Ct. App. 1990). 
by virtue of enforcement of the underlying 


56-35-105. Supervision and control by commissioner. 


The business of title insurance in this state is placed under the supervision 
and control of the commissioner, and every corporation engaged in title 
insurance business in this state shall be subject to the requirements of this 
chapter, and none other than a corporation, domestic or foreign, duly qualified 
under this chapter shall engage in the business of title insurance in this state. 


History. 
Acts 1955, ch. 173, § 4; impl. am. Acts 1971, 
ch) 138798 2; 'TC.A., §¥56-8405. 


56-35-106. Certificate of compliance — Fee. 


Whenever any title insurance company has made the deposit of money or 
securities, as required by this chapter, or, if a foreign title insurance company, 
has duly filed the certificate referred to in § 56-35-112 and satisfied the 
commissioner that it has on deposit with the proper officer of some other state 
cash or authorized securities, which, when added to any sums so deposited in 
this state, are sufficient to meet the deposit requirements of § 56-35-112, 
submitted satisfactory evidence to the commissioner that it has complied with 
this chapter, and paid a fee of one hundred dollars ($100) for issuance of a 
certificate to do business, then the commissioner shall issue a certificate 
renewable July 1 of each year, reciting that the insurer has complied with the 
title insurance law of this state and is authorized to do a title insurance 
business in this state. 


History. Cross-References. 
Acts 1955, ch. 173, § 4; 1959, ch. 88, § 2; Additional requirements for license or certifi- 
1979, ch. 298, 8§ 9, 10; T.C.A., § 56-3406. cate, § 56-35-131. 
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56-35-107. Tax on risk rate charges — Credits and exemptions — 
Penalties — Minimum tax. 


(a) Every title insurance company qualifying under this chapter shall 
annually, on or before March 1 of each year, file an annual statement as 
provided in § 56-35-108, and pay to the department of commerce and insur- 
ance a sum equal to two and one half percent (2.5%) of all risk rate charges 
collected by it, on risks located in this state, during the year next preceding, 
which tax shall be subject to the same credits and exemptions as provided for 
the gross premiums tax on other insurance companies under §§ 56-4-211, 
56-4-213 and 56-4-217, and that shall be in lieu of any privilege tax, general or 
special; and all other taxes, state or local, except as provided by § 56-4-213. 

(b) Any title insurance company, qualifying under this chapter, that fails to 
make the returns and payments correctly and promptly on or before March 1 
of each year in an electronic format approved by the commissioner, shall be 
subject to penalty as provided for the gross premium tax on other insurance 
companies under § 56-4-216. 

(c) The minimum amount of tax payable for any company qualifying under 
this chapter for the privilege of transacting business for any calendar year 
shall be one hundred fifty dollars ($150). 

(d) Nothing in this section shall be construed to provide an exemption from 
the sales and use tax imposed by title 67, chapter 6. 


History. T.C.A., § 56-3407; Acts 1985, ch. 354, § 6; 
Acts 1955, ch. 173, § 5; impl. am. Acts 1971, 1989, ch. 36, § 2; 2005, ch. 499, § 26; 2015, ch. 
ch. 137, § 1; impl. am. Acts 1971, ch. 387,§ 25; 155, § 20. 


NOTES TO DECISIONS 


1. Claims for Recovery of Taxes. Tennessee Claims Commission. Stewart Title 
The sole and exclusive jurisdiction for the Guar. Co. v. McReynolds, 886 S.W.2d 233, 1994 
recovery of insurance taxes is vested in the Tenn. App. LEXIS 296 (Tenn. Ct. App. 1994). 


56-35-108. Annual statement — Forms. 


The commissioner shall, in December of each year, furnish to each of the 
insurance companies authorized to do business under this chapter, two (2) 
blanks in form adopted for their annual statement. The companies shall, 
annually, on or before March 1, file in the office of the commissioner a 
statement that shall exhibit its financial condition on December 31 of the 
previous year, and its business of that year. The annual statement shall be in 
the form and of the specifications the commissioner may require. The state- 
ment shall be subscribed and sworn to by the president and secretary, or in 
their absence, by two (2) of its principal officers. 


History. Section to Section References. 
Acts 1955, ch. 173, § 5; T.C.A., § 56-3408. This section is referred to in § 56-35-1077. 


56-35-109. Foreign corporations — Commissioner appointed to accept 
process. 


Any foreign title insurance company desiring to transact a title insurance 


56-35-110 INSURANCE 448 
business in this state must first file with the commissioner a written power of 
attorney appointing and authorizing the commissioner as its agent for the 
purpose of acknowledging or receiving service of process and upon whom 
process may be served, in all proceedings that may be instituted against the 
company in any court of this state, or in any court of the United States in this 


state, which power of attorney shall continue in force so long as any liability 


remains outstanding against the insurer in this state. 


History. 
Acts 1955, ch. 173, § 6; T.C.A., § 56-3409. 


Cross-References. 
Additional requirements for license or certifi- 
cate, § 56-35-131. 


56-35-110. Agencies to hold certificates of authority — Application for 


certificate. 


(a) No person within this state shall act or hold the person out as a title 
insurance agency unless the person has been issued a certificate of authority 


by the commissioner. 


(b) Any application for the certificate shall be in writing and on forms 
prescribed by the commissioner and shall be accompanied by a filing fee of one 


hundred ten dollars ($110). 


History. 
Acts 1980, ch. 857, § 12; 2001, ch. 333, § 7. 


Compiler’s Notes. 

Former § 56-35-110, concerning agents and 
fees, was transferred to § 56-35-204. 

Former subsection (c), concerning issuance of 
a certificate of authority to any person engaged 
as a title insurance agency on April 1, 1980, was 
deemed obsolete and was deleted by the code 
commission in 2000. 

Acts 2001, ch. 333, § 9 provided: “The pur- 
pose of this act is to afford the insurance 
division of the department of commerce and 
insurance the ability to obtain sufficient staff 
and resources to adequately implement the 
provisions of title 56 and title 55, chapter 18, 
part 1 as related to the regulation of the busi- 
ness of insurance. Notwithstanding any law to 
the contrary, the increase in revenues gener- 
ated by passage of this act shall be utilized by 
the department to defray the expenses of im- 
provements to the department’s insurance di- 
vision incurred in the regulation of the business 
of insurance, including the expenses associated 


with any improvements to the division deemed 
necessary from time to time by the commis- 
sioner. The improvements contemplated by this 
act shall be in addition to the base level funding 
appropriated to the insurance division in the 
fiscal year ending June 30, 2001. The commis- 
sioner is directed to identify the increase in 
revenues generated by this act and the expen- 
ditures associated with this increase, and an- 
nually inform the commissioner of finance and 
administration of the amount of any unex- 
pended revenues. The commissioner of finance 
and administration at the close of each fiscal 
year shall reserve any excess revenues raised 
by this act and unspent by the department of 
commerce and insurance, until expended for 
purposes consistent with this act. The funds 
shall not revert to the general fund on any June 
30, and excess revenues shall not revert on any 
June 30, but shall remain available only for the 
benefit of the department of commerce and 
insurance’s insurance division.” 


Cross-References. 
Additional requirements for license or certifi- 
cate, § 56-35-131. 


56-35-111. Companies to file rates — Disapproval of rates by commis- 


sioner — Hearing. 


(a) Every title insurance company shall file with the commissioner its 
schedules of rates and every modification of any rate that it proposes to use in 
this state. The schedule of rates and every modification of rates shall be filed 
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by a rating organization meeting the qualifications set forth in § 56-35-132 
unless an insurer files its own rates. 

(b) No title insurance company, agency, or agent shall charge any rate for 
any policy or contract of title insurance except in accordance with filings or 
rates that are in effect for the title insurance company as provided in this part. 

(c) The filing shall state the proposed effective date of rates, shall indicate 
the character and extent of the coverage contemplated, and shall be in the 
manner, form and detail as may be prescribed by the commissioner. 

(d)(1) The commissioner shall within sixty (60) days after the receipt of any 

filing disapprove any rate the commissioner determines to be unfair, unjust 

or unfairly discriminatory. 

(2) Any rate filed may be used or charged after the expiration of sixty (60) 
days from the date it has been so filed, unless the commissioner has issued 
notice of the commissioner’s prior written disapproval thereto within that 
period. 

(3) The notice of written disapproval shall specify the reasons therefor 
and shall state that a hearing will be granted within twenty (20) days after 
request in writing by the insurer or rating organization. In the conduct of the 
hearing, the commissioner or any regularly salaried employee specially 
designated by the commissioner for such purpose has the power to admin- 
ister oaths, to require the appearance of and examine any person under oath, 
and to require the production of books, records or papers relevant to the 
inquiry upon the commissioner’s or other employee’s own initiative or upon 
the request of any interested insurer or rating organization. 


History. Law Reviews. 

Acts 1980, ch. 857, § 14; 1983, ch. 139, §§ 1, Selected Tennessee Legislation of 1983 (N. L. 
. Resener, J. A. Whitson, K. J. Miller), 50 Tenn. 
L. Rev. 785 (1983). 


5 


Compiler’s Notes. 

Former § 56-35-111, concerning revocation of 
agent’s authority, was transferred to § 56-35- 
205. 


56-35-112. Paid-up capital stock — Surplus account — Deposits with 
commissioner. 


(a) Every corporation now organized, or which may be organized, under the 
laws of this state, or any foreign corporation now or in the future doing 
business in this state, insuring title to real estate, or insuring owners, 
mortgagees, lessees or others against loss by reason of defective title to real 
estate, or encumbrances thereon, before engaging in the business, shall have a 
paid-up capital stock of not less than one hundred thousand dollars ($100,000) 
and shall deposit with the commissioner as provided in this section, the sum of 
one hundred thousand dollars ($100,000) in cash or securities of kind and 
character as provided in this section, out of either capital or surplus, which 
fund shall be known as “Title Insurance Fund”; and the insurer may, at any 
time, and from time to time, for the purpose of qualifying itself to do business 
in any other state or states, or for any other purpose, voluntarily increase the 
amount of the fund; provided, that the increase or increases, when made, shall 
become and remain a part of the fund in the same manner as if the sum to 
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which the fund is so increased was the amount required by this chapter, until 
the purpose for which the additional deposit was made shall cease to exist, 
whereupon the insurer shall have the right to withdraw the additional sums so 
deposited upon submission to the commissioner of satisfactory evidence that 
the insurer is no longer required to maintain the same. In addition to the paid 
up capital stock set out in this subsection (a), the corporation shall establish 
and maintain a surplus account to the extent that the capital stock and surplus 
account is in the aggregate amount of not less than five hundred thousand 
dollars ($500,000); provided, that the surplus shall not be required of those 
corporations chartered by the secretary of state on or before January 1, 1980. 

(b) A foreign title insurance company that satisfies the commissioner that it 
has on deposit with the proper officer of some other state cash or securities of 
the kind and character required by this chapter for the protection of all 
policyholders and creditors of the insurer in the whole of the United States 
shall be relieved from the requirement of making deposits for such purpose in 
this state to the extent that it has the funds so deposited for such purposes in 
another state; provided, that the foreign insurance company shall file with the 
commissioner, in proper form, the current certificate of the proper officer with 
whom the cash or securities are deposited, stating the amount of the cash and 
the time and amount of each security so deposited, and the minimum worth 
which the officer is satisfied that the total deposit has and certifying that the 
deposit is being maintained in public custody and control pursuant to law in 
such state for the protection of the insurer’s policyholders and creditors in the 
whole of the United States. 


History. Section to Section References. 

Acts 1955, ch. 178, § 8; 1959, ch. 88, § 1; This section is referred to in § 56-35-106. 
impl. am. Acts 1971, ch. 187, § 2; T.C.A., § 56- 
3412; Acts 1980, ch. 857, § 3. 


56-35-113. Use of income from deposits. 


The commissioner shall permit any title insurance company, its agents, 
attorneys, representatives or assigns, to collect, receive and use the income 
and any and all remittances of any of the income received by the commissioner, 
from all securities so deposited, and the commissioner shall deliver, or cause to 
be delivered to them or any of them, any and all coupons or other evidences of 
the income to which they may be entitled. 


History. 
Acts 1955, ch. 173, § 8; T.C.A., § 56-3413. 


56-35-114. Reserve fund of domestic insurers. 


Every domestic insurer shall annually set apart, at the end of each year, into 
an account to be known as “Title Insurance Reserve,” an amount equal to ten 
percent (10%) of the risk rates collected, during the year then ending, by the 
insurer on account of the title insurance business, until the insurer has a fund 
totaling one hundred thousand dollars ($100,000). The reserve shall be 
maintained in the treasury of the insurer as additional security to holders of 
title insurance policies or guarantees issued by the insurer. The insurer shall, 
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on or before March 1 of each year, furnish the commissioner a sworn 
statement, verified by its president and secretary and under its corporate seal, 
showing that the sum of ten percent (10%) of all the risk rates so received by 
it during the year ending on December 31 next prior thereto, has been duly set 
aside and is held by the insurer in the title insurance reserve. 


History. 
Acts 1955, ch. 173, § 9; T.C.A., § 56-3414; 
Acts 1980, ch. 857, § 4. 


56-35-115. Unearned premium reserve. 


On any policy of title insurance hereafter issued by any domestic insurer, 
there shall be reserved initially a sum equal to ten percent (10%) of the risk 
rate charge on the policy. At the end of each year, for the first five (5) years 
thereafter, there shall be a reduction of one tenth (*/,,) of the sum so reserved, 
and thereafter, for a period of twenty (20) years, there shall be a reduction of 
one twentieth (‘/,,) of the remainder of the sum. The sum required to be 
reserved for unearned risk rates on contracts of title insurance shall at all 
times and for all purposes be considered as, and shall constitute, unearned 
portions of the risk rates. In calculating reserves, all contracts of title 
insurance shall be assumed to be dated in the middle of the year in which they 
are issued. Any foreign title insurance corporation doing business in this state 
shall be required to comply with this section, unless, by the laws of its state of 
domicile, it is required to set aside unearned premium or risk rate reserves in 
at least as great an amount as required by this section. 


History. 
Acts 1955, ch. 173, § 10; T.C.A., § 56-3415. 


56-35-116. Deposit and reserve funds — Care and investment. 


The deposit required to be kept with the commissioner as the title insurance 
fund, together with any additions to the fund made as authorized in this 
chapter, and the title insurance reserve to be held by the insurers, and all 
unearned premium or risk rate reserves, shall be made and held either in 
lawful money of the United States, or in any investment authorized by the laws 
of Tennessee for nonassessment life insurance companies doing business in the 
state, and shall be safely kept for the benefit and security of all persons insured 
by the insurer for claims and demands arising out of the title insurance 
business, and shall be held and considered specially pledged as security for the 
title claims and demands; provided, that the insurer may change its deposits 
at any time and from time to time by depositing other securities of the kinds 
and descriptions in this section authorized to be deposited; and provided 
further, that the deposit, or change in deposit, shall be subject to the approval 
of the commissioner. 


History. 
Acts 1955, ch. 173, § 11; T.C.A., § 56-3416. 
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56-35-117. Exchange of information — Consultation and cooperation 
— Limitations. 


In order to further more equitable establishment and adjustment of rates, 
including risk rates, or premiums and forms of contracts, policies and guar- 
antees, the commissioner, every insurer and rating organization may exchange 
information and experience data with each other, and with the insurance 
supervisory officers and insurers in other states and with national organiza- 
tions and associations and may consult and cooperate with them in respect to 
rates, including risk rates, or premiums and forms of contracts, policies and 
guarantees; and an insurer or rating organization licensed under this chapter 
may act in concert with each other and with others with respect to any and all 
matters pertaining to the making of rates, rating plans, or rating systems, or 
the preparation of forms of policies, contracts, or guarantees of title, under- 
writing rules, surveys and investigations, or the furnishing of loss and expense 
statistics or other information and data, or carrying on research. 


History. Resener, J. A. Whitson, K. J. Miller), 50 Tenn. 
Acts 1955, ch. 178, § 12; T.C.A., § 56-3417;  L. Rev. 785 (1983). 
Acts 1983, ch. 139, § 3. 


Law Reviews. 
Selected Tennessee Legislation of 1983 (N. L. 


56-35-118. Reasonable competition not discouraged. 


Nothing in this chapter is intended to prohibit or discourage reasonable 
competition, or to prohibit or discourage uniformity in insurance rates, 
including risk rates, or premiums, or practices, or contracts, policies or 
guarantees of title. 


History. Resener, J. A. Whitson, K. J. Miller), 50 Tenn. 
Acts 1955, ch. 173, § 12; T.C.A., § 56-3418; LL. Rev. 785 (1983). 
Acts 1988, ch. 189, § 4. 


Law Reviews. 
Selected Tennessee Legislation of 1983 (N. L. 


56-35-119. Rebates prohibited. 


(a) It is unlawful for any applicant for a policy of title insurance, or any 
person, firm or corporation, on behalf of the applicant, or any other person, firm 
or corporation whomsoever, to request, receive or obtain from a title insurance 
agent, or a title insurance company, any commission, discount, rebate, special 
favor, advantage or inducement, or to engage or participate in any collusion 
with respect thereto, or for any title insurance company, or agent, to give, grant 
or rebate any part of a premium for title insurance to any lender, mortgage 
broker or real estate agent or broker or real estate builder or developer, and no 
person shall engage in business as a title insurance agent in this state, nor 
accept or hold a certificate of agency for the chief and primary purpose of 
securing some special advantage, rebates, commissions or concessions on title 
insurance written for the person, or some person, firm, corporation or lending 
institution in which the person is interested, or with which the person is 
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connected or associated, and all of which acts and things are expressly 
prohibited and forbidden by this chapter. 

(b) Nothing in this chapter shall be construed to make unlawful the 
distribution of profits or dividends to the owner or owners or shareholders of a 
title insurance company, agency, or agent; provided, that the distribution is 
made in the ordinary course of business and in accordance with sound 


accounting principles. 


History. 
Acts 1955, ch. 173, § 18; T.C.A., § 56-3419; 
Acts 1980, ch. 857, § 5. 


56-35-120. Attorney-client relationship. 


Nothing in this chapter shall be construed to affect in any manner the 
relationship of attorney and client, or the fees paid for services performed by a 
licensed attorney at law. 


Should Be Addressed (Donald T. Chunn), 25 
No. 5 Tenn. B.J. 32 (1989). 


History. 
Acts 1955, ch. 173, § 18; T.C.A., § 56-3420; 
Acts 1980, ch. 857, § 6. 


Law Reviews. 
Title Insurance Rate Issues and How They 


NOTES TO DECISIONS 


ance agents from attorneys involved in title 
insurance transactions on behalf of clients. Col- 
lins v. Pioneer Title Ins. Co., 629 F.2d 429, 1980 
U.S. App. LEXIS 15666 (6th Cir. 1980). 


1. In General. 

The general assembly avoided interests in 
conflict with attorney-client relationships with 
prospective insureds by adopting the provisions 
in this chapter, which distinguish title insur- 


56-35-121. Persons recommending insurance. 


Nothing in this chapter, or in any other law of this state, shall be construed 
as preventing or prohibiting any attorney at law, real estate company, firm, 
broker or salesperson, lending institution, or the officers and employees of any 
institution, from advocating, recommending or requiring title insurance in any 
transaction in which they are engaged, nor transmitting to a title insurance 
agent or title insurance company, qualified in this state, applications for title 
insurance, arising out of the transactions, together with the charges for 
transactions, and in so doing no party shall be held to be a title insurer, nor to 
be engaged in business as a title insurance agent. 


History. 
Acts 1955, ch. 173, § 14; T.C.A., § 56-3421. 


NOTES TO DECISIONS 


1. Attorneys. 

The general assembly avoided interests in 
_ conflict with attorney-client relationships with 
prospective insureds by adopting the provisions 
in this chapter, which distinguished title insur- 


ance agents from attorneys involved in title 
insurance transactions on behalf of clients. Col- 
lins v. Pioneer Title Ins. Co., 629 F.2d 429, 1980 
U.S. App. LEXIS 15666 (6th Cir. 1980). 
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56-35-122. Rules and regulations. 


" 


The commissioner is authorized to make reasonable rules and regulations as 
are or may be necessary for the administration of this chapter, but no rule or 
regulation shall take effect until it has been duly filed in the commissioner’s 
office and until and after the expiration of thirty (30) days’ written notice to all 
title insurance companies doing business in the state and after a hearing, if a 
hearing has been requested in writing by any title insurance company prior to 
the termination of the thirty-day period. 


History. 
Acts 1955, ch. 173, § 15; T.C.A., § 56-3422. 


NOTES TO DECISIONS 


1. Notice Requirements. quirements of both § 4-5-203(a)(1) and this 

In order to promulgate a rule affecting the — section. U.S. Life Title Ins. Co. v. Department of 
title insurance business, the commissioner Commerce & Ins., 770 S.W.2d 537, 1988 Tenn. 
must comply substantially with the notice re- App. LEXIS 575 (Tenn. Ct. App. 1988). 


56-35-123. Conduct of hearings. 


In the conduct of any hearing, the commissioner, or the commissioner’s 
deputy or duly authorized examiner, specially designated for the purpose, has 
the power to administer oaths and to examine any person under oath, and in 
connection therewith, to require the attendance of any person and the 
production of any books, records or papers relative to the inquiry. 


History. 
Acts 1955, ch. 173, § 15; T.C.A., § 56-3423. 


56-35-124. [Repealed.] 


Compiler’s Notes. § 6), concerning review of rules and regula- 
Former § 56-35-124 (Acts 1955, ch. 173, tions, was repealed by Acts 1986, ch. 738, 
§ 15; T.C.A., § 56-3424; Acts 1983, ch. 189, § 3(d). 


56-35-125. Cessation of business — Procedure. 


Any title insurance company desiring to retire from business in Tennessee 
shall furnish the commissioner satisfactory evidence that it no longer has any 
liability outstanding upon any title insurance policy made by it in the conduct 
of its business in Tennessee, or that it has reinsured its outstanding policies in 
a solvent corporation, or corporations authorized to do a title insurance 
business in Tennessee, and the commissioner shall, thereupon, return to the 
title insurance company all deposits made by it under this chapter. 


History. 
Acts 1955, ch. 178, § 16; T.C.A., § 56-3425. 


56-35-126. Conflicting laws — Application. 


Title insurance companies and title insurance business shall be governed, 
regulated and controlled by this chapter to the exclusion of all other laws 
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applicable to insurance companies or insurance business, to the extent that 
such other laws are in conflict with this chapter. 


History. 
Acts 1955, ch. 173, § 17; T.C.A., § 56-3426. 


56-35-127. Administration of chapter — Penalties. 


(a) The commissioner is charged with the administration of this chapter. 

(b) Each violation of this chapter is a Class C misdemeanor. 

(c) In addition to the criminal penalties, the commissioner may assess a civil 
penalty not to exceed five hundred dollars ($500) for each and every violation 
of any provisions of this chapter, or of any rule or regulation duly promulgated 
under this chapter. 


History. Section to Section References. 


Acts 1955, ch. 173, § 18; T.C.A., § 56-3427; This section is referred to in § 56-35-131. 
Acts 1980, ch. 857, § 7; 1989, ch. 591, § 113. 


Cross-References. 
Penalty for Class C misdemeanor, § 40-35- 
mi, 


56-35-128. Effect of laws of other states. 


Whenever the laws or regulations of any other state impose upon a title 
insurance company incorporated by or organized under the laws of this state, 
or upon any agents of a title insurance company, any taxes, licenses or other 
fees, in the aggregate, or any fines, penalties, deposit requirements or other 
material obligations, prohibitions or restrictions, in excess of those imposed by 
the then existing laws of this state for similar purposes on similar companies 
of other states doing business in this state then, in every case, all title 
insurance companies, and all agents of the state, doing business or establish- 
ing an agency or agencies in this state, shall in this state be subject to the same 
fines, penalties, deposit requirements and other material obligations, prohibi- 
tions and restrictions, and shall be required to pay in this state the same taxes, 
licenses, or other fees as are applicable under the laws of the foreign state to 
Tennessee title insurance companies, or agencies of the Tennessee title 
insurance companies, doing business in the foreign state. 


History. 
Acts 1959, ch. 88, § 3; T.C.A., § 56-3428. 


NOTES TO DECISIONS 


1. Claims for Recovery of Taxes. Tennessee Claims Commission. Stewart Title 
The sole and exclusive jurisdiction for the Guar. Co. v. McReynolds, 886 S.W.2d 233, 1994 
recovery of insurance taxes is vested in the Tenn. App. LEXIS 296 (Tenn. Ct. App. 1994). 


56-35-129. Title search and examination. 


No policy or contract of title insurance shall be issued until and unless the 
title insurance company has caused to be conducted a reasonable search and 
examination of the title; provided, that the commissioner shall exercise no 
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supervision and control over, and title insurance companies and title insurance 
rating organizations shall not file as part of their schedule of rates for title 
insurance, that part of the charge for title insurance applicable to search and 
examination in connection with insurance of title to real property located in 
counties with a population of less than one hundred seventy-five thousand 
(175,000), according to the 2010 federal census or any subsequent federal 
census. 


History. and disclose defect as basis for liability in tort. 
Acts 1980, ch. 857, § 8; 1985, ch. 30, § 1; 19A.L.R.5th 786. 


2OLe eh. Gl 6.7. Law Reviews. 


Compiler’s Notes. The Title Insurance “All Inclusive Rate” Con- 


For table of populations of Tennessee coun- troversy: Enough is Enough! (William R. 
ties, see Volume 13 and its supplement. Bruce), 25 No. 5 Tenn. B.J. 33 (1989). 
Title Insurance Rate Issues and How They 


Collateral References. Should Be Addressed (Donald T. Chunn), 25 
Title insurer’s negligent failure to discover No. 5 Tenn. B.J. 32 (1989). 


56-35-130. Accounts and records. 


Every title insurance company, agency and agent shall: 

(1) Keep books of account and records and vouchers pertaining to the 
business of title insurance in such a manner that the commissioner or the 
commissioner’s authorized representative may readily ascertain whether 
the company, agency or agent has complied with any and all applicable laws 
and regulations; and 

(2) Maintain a separate record of all receipts and disbursements made 
while handling escrows, settlements and closings in connection with the 
business of title insurance and shall establish a separate account for the 
handling of funds received in the course of the transactions. 


History. 
Acts 1980, ch. 857, § 13. 


56-35-131. Additional requirements for license or certificates — Viola- 
tion of agreements. 


(a) Except as provided by §§ 56-35-201 and 56-35-204, the commissioner 
shall refuse to issue any new license or certificate to any title insurance 
company, title insurance agent, or title insurance agency, unless the applicant 
therefor shall agree to abide by any one (1) of the following terms and 
conditions: 

(1) The gross operating revenues for any fiscal year attributable to the 
placement or issuance of policies or contracts of title insurance derived from 
all sources of controlled business shall not exceed forty percent (40%) of the 
gross operating revenues of the company, agent or agency; 

(2) The company, agent or agency will be operated as a subsidiary of a 
financial institution with its primary business being that of accepting 
deposits and making real estate loans and subject to regulation, inspection, 
and supervision of the United States government or an agency of the United 
States; or 

(3) The title insurance agency or agent is to be operated by an attorney, a 
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56-35-1382 


single partnership of attorneys, or a single professional corporation of 
attorneys as an ancillary part of the general practice of law. 
‘(b) Any violation of the terms and conditions of the agreement shall serve as 
grounds for the commissioner to suspend or revoke the license or certificate to 
which the agreement pertains and to assess a civil penalty as provided by 


§ 56-35-127. 


History. 
Acts 1980, ch. 857, § 15. 


Section to Section References. 
This section is referred to in § 56-35-201. 


Attorney General Opinions. 

T.C.A. § 56-35-131(a)(2) applies only to sav- 
ings and loan associations, OAG 02-013 
(2/1/02). 

A limited liability corporation with 15 mem- 
bers with equal ownership, each of which is a 
state or national bank, is not a “subsidiary of a 
financial institution with its primary business 
being that of accepting deposits and making 
real estate loans and subject to regulation, 
inspection, and supervision of the United 
States government or an agency thereof” within 
the meaning of T.C.A. § 56-35-131, OAG 02- 
013 (2/1/02). 

The Tennessee Bank Reform Act of 1996, Acts 
1996, Ch. 768, does not prevent the department 
of commerce and insurance from enforcing the 


anti-affiliation standards at T.C.A. § 56-6-201 


_ [repealed] or the requirements for licensing of a 


title insurance agent at T.C.A. § 56-35-131, 
OAG 02-013 (2/1/02). 

Both former T.C.A. § 56-6-201, prohibiting a 
bank holding company from owning or control- 
ling an insurance agent, and T.C.A. § 56-35- 
131(a)(1), limiting the amount of business in- 
come a title insurance agent may receive 
through owners and affiliates, are preempted 
by federal law, including the Gramm-Leach- 
Bliley Financial Modernization Act (GLB), P.L. 
106-102, to the extent these statutes prohibit or 
significantly interfere with a national bank’s 
exercise of its authority to control or own an 
interest in a title insurance agency; under the 
state “wild-card” statute, T.C.A. § 45-2-601, 
then, state banks may also control or own a 
financial subsidiary that acts as a title insur- 
ance agent under the same conditions national 
banks would be permitted to engage in the 
same activity, OAG 02-013 (2/1/02). 


NOTES TO DECISIONS 


1. Operation by Nonlawyers. 

It is not necessary to be a lawyer in order to 
ascertain or review the status of the title to real 
property for the purpose of issuing a title insur- 
ance policy. Ticor Title Ins. Co. v. Smith, 794 
S.W.2d 734, 1990 Tenn. App. LEXIS 218 (Tenn. 
Ct. App. 1990). 

T.C.A. § 56-35-131 simply provides that one 


56-35-1382. Rating organizations. 


of the possible preconditions for operating a 
title insurance business in Tennessee is that 
the agency or agent be operated by or be an 
attorney, and also provides that nonattorneys 
may engage in the title insurance business 
without engaging in the practice of law. Ticor 
Title Ins. Co. v. Smith, 794 S.W.2d 734, 1990 
Tenn. App. LEXIS 218 (Tenn. Ct. App. 1990). 


(a) Unless it files its own rates, every title insurance company shall be a 
member of or subscribe to a rating organization licensed under this chapter 
and every filing or any modification of any rate, schedule, form, contract, or 
other item required by this chapter or by any rule or regulation made by the 
commissioner shall be made on behalf of the title insurance company by the 
rating bureau of which it is a member or to which it subscribes. 

(b) A corporation, an unincorporated association, a partnership or an 
individual, whether located within or outside the state, may make application 
for a license as a rating organization for title insurance companies and shall 
file with the application: 

(1) Acopy of its constitution, its articles of agreement or association or its 
certificate of incorporation, and of its bylaws, rules and regulations govern- 
ing the conduct of its business; 


56-35-132 INSURANCE 458 


(2) A list of its members and subscribers; 

(3) The name and address of a resident of this state upon whom notices or 
orders of the commissioner or process affecting the rating organization may 
be served; and 

(4) A statement of its qualifications as a title insurance rating organiza- 
tion. 

(c) If the commissioner finds that the applicant is qualified, the commis- 
sioner shall issue a license authorizing the applicant to act as a rating 
organization for title insurance companies. The application shall be granted or 
denied in whole or in part by the commissioner within sixty (60) days after the 
date of its filing with the commissioner. The licenses issued pursuant to this 
section shall remain in effect until suspended or revoked by the commissioner. 
The fee for the license shall be five hundred dollars ($500). 

(d) Each rating organization shall furnish its ratemaking service without 
discrimination to all of its members and subscribers and shall, subject to 
reasonable rules and regulations, permit any title insurance company, not 
admitted to membership, to become a subscriber. The refusal of any rating 
organization to admit a title insurance company as a subscriber shall, at the 
request of the title insurance company, be reviewed by the commissioner at a 
hearing held upon at least ten (10) days’ written notice to the rating 
organization and the title insurance company. If the rating organization fails 
to grant or reject a title insurance company’s application for subscribership 
within thirty (30) days after it was made, the title insurance company may 
request a review by the commissioner as if the application had been rejected. 
If the commissioner finds that the title insurance company has been refused 
admittance to the rating organization as a subscriber without justification, the 
commissioner shall make an order directing the rating organization to admit 
the title insurance company as a subscriber. If the commissioner finds that the 
action of the rating organization in refusing admittance to a title insurance 
company as a subscriber is justified, the commissioner shall make an order 
affirming its action. 

(e) Except as provided in subsection (f), each member of or subscriber to a 
rating organization shall adhere to the schedule of rates filed in its behalf by 
the rating organization. 

(f) Any member of or subscriber to a rating organization may appeal to the 
commissioner from the decision of the rating organization in approving or 
rejecting any proposed change in or addition to the filings of the rating 
organization; and the commissioner shall, after a hearing held on not less than 
ten (10) days’ written notice to the appellant and to the rating organization, 
issue an order approving the decision of the rating organization or directing it 
to give further consideration to the proposal. The failure of a rating organiza- 
tion to take action or make a decision within thirty (80) days after submission 
to it of a proposal under this subsection (f) shall constitute a rejection of the 
proposal within the meaning of this subsection (f). 

(g) The commissioner shall, at least once in five (5) years, make or cause to 
be made an examination of each rating organization licensed in this state. The 
reasonable cost of the examination shall be paid by the rating organization 
examined upon presentation to it of a detailed account of the cost. The officers, 
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managers, agents and employees of the rating organization may be examined 
under oath and shall exhibit all books, records, accounts, documents or 
agreements governing its method of operation. The commissioner may waive 
the examination upon proof that the rating organization has, within a 
reasonably recent period, been examined by the insurance supervisory official 
of another state, pursuant to the laws of that state, and upon the filing with the 
commissioner of a copy of the report of the examination. 


History. Law Reviews. 
Acts 1983, ch. 189, § 2. Selected Tennessee Legislation of 1983 (N. L. 
Resener, J. A. Whitson, K. J. Miller), 50 Tenn. 


Section to Section References. L. Rev. 785 (1983). 


This section is referred to in § 56-35-111. 


56-35-133. Notification to buyers of the availability of title insurance. 


(a) In connection with any transaction involving the purchase or sale of a fee 
simple possessory interest (title evidencing beneficial ownership) in real 
property in this state, the person conducting or handling the settlement, at or 
before the closing of settlement and disbursement of any funds, shall obtain 
from the purchaser a statement in writing that the purchaser has received a 
notice that owner’s title insurance may be available to the purchaser and that 
the purchaser does or does not desire to purchase the insurance coverage. The 
notice shall not be required of a trustee under a deed of trust or in transactions 
that are to convey only a security interest in the property of an existing owner. 
In addition, notice under this section is not intended to duplicate and shall not 
be required where, in connection with the issuance of a mortgagee’s title policy, 
notice with respect to owner’s title insurance is given pursuant to rules of the 
department under this chapter. The notice may be combined with or attached 
to any other notices required of the purchaser; provided, that the notice 
required by this section is separately signed. 

(b) The following or any other substantially similar form shall be sufficient 
for the purposes of this section: 


Notice and Acknowledgment With Respect to Owner’s Title Insurance 
RE: (address or brief property description) 


Pursuant to § 56-35-133, the undersigned purchaser or purchasers, 
hereby acknowledge(s) that they have received a notice that owner’s title 
insurance may be available to them at their expense. 

_____ I(we) hereby desire to obtain owner’s title insurance. 

_____ I(we) hereby decline to obtain owner’s title insurance. 

Tennessee law requires that you sign this acknowledgment. I (we) further 
acknowledge that the settlement agent in this transaction [or insert name of 
settlement agent here] shall have no responsibility to the undersigned for 
the status of the title to the real estate we are purchasing. 


Signature of Purchaser or 
Purchasers 
Date: 
(c) In the event that the person conducting or handling the settlement shall 
fail to obtain from the purchaser the statement required by this section, the 
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closing or settlement agent may cure the omission at any time subsequent to 
the closing of settlement but prior to actual or constructive notice of a claim or 
possible claim against the title of the real estate that was the subject of the 
settlement by sending a certified letter, return receipt requested, to the last 
known address of the purchaser, which includes the notification provided in 
this section. 
(d) The notification provided by this section shall not be required in any of 
the following transactions: 
(1) Ajudicial or nonjudicial foreclosure; 
(2) Asale pursuant to a court decree; 
(3) A tax sale; 
(4) Atransfer evidenced by a deed upon which recording tax is not payable 
pursuant to § 67-4-409; or 
(5) Any transaction wherein the purchaser has elected to obtain owner’s 
title insurance or wherein the seller has elected to provide owner’s title 
insurance to the purchaser. 


History. Don’t Know Can Hurt You (William R. Bruce), 
Acts 1996, ch. 719, § 1; 1997, ch. 278, § 1. 32 No. 6 Tenn. B.J. 12 (1996). 


Law Reviews. 
1996 Real Estate Legislation: What You 


PART 2 
LICENSING AND APPOINTMENT OF AGENTS 


56-35-201. Agents to be licensed — Examination — Other require- 
ments. 


(a) No person within this state shall act as or hold out to be a title insurance 
agent unless properly licensed in accordance with chapter 6, part 1 of this title. 

(b) The examination administered to applicants for a title insurance agent’s 
license shall include questions regarding the search and examination of title to 
real property. 

(c) Any title insurance agent who is employed by a title insurance agency or 
company shall not be required to enter into any agreement, term or condition 
as set forth in § 56-35-1331 insofar as the agent’s employment with the title 
insurance agency or company is concerned; provided, that the agent meets all 
other licensing requirements. 


History. Section to Section References. — 
Acts 1980, ch. 857, § 9. This section is referred to in § 56-35-131. 


56-35-202. Bond or deposit required — Suits on bond. 


(a) Every title insurance agent licensed shall, within thirty (30) days after 
the date the license is issued, file with the commissioner a bond in the amount 
of twenty-five thousand dollars ($25,000), or cash and/or securities in like 
amount. 

(b) The bond, or cash and/or securities, on file with the commissioner shall 
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be maintained for so long as the title insurance agent’s license remains in 
effect. 

(c) The bond shall be made payable to this state for the use and benefit of all 
persons who suffer pecuniary loss in a real estate transaction, involving the 
solicitation or issuance of title insurance, caused by any act of fraud, dishon- 
esty, theft, embezzlement or willful misconduct on the part of the title 
insurance agent. 

(d) Any person suffering the pecuniary loss may bring suit on the bond in 
the person’s own name in any court of competent jurisdiction in Tennessee. 

(e) The bond shall be executed by a surety company authorized to do 
business in Tennessee, and shall be in a form acceptable to the commissioner. 

(f) Nothing in this section shall be construed to be in derogation of any other 
rights which may be held or accrued by any person involved in the solicitation, 
transaction, or issuance of title insurance. 


History. 
Acts 1980, ch. 857, § 10. 


56-35-203. Title insurance companies not to defray agents’ license 
expenses. 


No portion of the expense of examination, satisfaction of the requirements of 
this chapter for the filing of a bond or cash and/or securities, or any other 
qualification for the issuance or continuance of a title insurance agent’s license 
shall be paid for or defrayed by a title insurance company. 


History. 
Acts 1980, ch. 857, § 11. 


56-35-204. Appointment of agents — Terminations — Renewals — Fees 
— Exceptions. 


(a) Every title insurance company qualified under this chapter shall obtain 
from the commissioner approval of appointments for every agent writing or 
soliciting insurance for it as provided in this state. Appointments of agents 
shall expire one minute past midnight (12:01 a.m.), January 1 of each year, or 
may be terminated by the insurer at any time by submitting the required 
termination form to the commissioner as set forth in § 56-6-153 [repealed]. 

(b) Annually, and prior to January 1 of each year, every title insurance 
company shall file with the commissioner, in the form and manner that the 
commissioner prescribes, a designation or certification of all its agents whose 
appointments are to be renewed. 

(c) The fee for each appointment or renewal of an insurance agent and for 
each duplicate request for appointment of an insurance agent shall be six 
dollars ($6.00) and shall be in lieu of all other taxes on this privilege. 
Appointment fees shall not be refundable. 

(d) This section does not apply to any executive, traveling salaried employ- 
ees or persons employed by the agents solely for the performance of clerical, 
stenographic or similar office duties. 


56-35-205 


History. 

Acts 1955, ch. 173, § 7; impl. am. Acts 1971, 
ch. 1387, § 2; T.C.A., §§ 56-3410, 56-35-110; 
Acts 1982, ch. 644, § 7. 


Compiler’s Notes. 

Section 56-6-153, referred to in this section, 
was repealed by Acts 2002, ch. 798, effective 
January 1, 2003. 
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Cross-References. _ 
Additional requirements for license or certifi- 
cate, § 56-35-131. 


Section to Section References. 
This section is referred to in § 56-35-1381. 


56-35-205. Revocation of agent’s authority. 


Appointments of agents may be revoked, at any time, by an instrument in 
writing signed by the president or vice president of the appointing company 
and filed with the commissioner, and shall be effective from the date received 
and filed by the commissioner. 


History. 
Acts 1955, ch. 173, § 7; T.C.A., §§ 56-3411, 
56-35-111. 


CHAPTER 36 


STANDARD NONFORFEITURE LAW FOR INDIVIDUAL 


Section 


56-36-101. 
56-36-102. 
56-36-103. 
56-36-104. 
56-36-105. 
56-36-106. 
56-36-107. 
56-36-108. 
56-36-109. 
56-36-110. 
56-36-111. 
56-36-112. 


DEFERRED ANNUITIES 


Short title. 

Applicability. 

Nonforfeiture requirements. 

Minimum values. 

Computation of present value. 
Calculation of cash surrender values. 
Calculation of paid-up annuity benefits. 
Maturity date. 

Disclosure of limited benefits. 

Inclusion of lapse of time considerations. 
Minimum forfeiture benefits. 

Operative dates. 


56-36-113. Rules and regulations. 


56-36-101. Short title. 


This chapter shall be known and may be cited as the “Standard Nonforfei- 
ture Law for Individual Deferred Annuities.” 


History. 
Acts 1978, ch. 590, § 1; T.C.A., § 56-4601. 


56-36-102. Applicability. 


This chapter does not apply to any reinsurance, group annuity purchased 
under a retirement plan or plan of deferred compensation established or 
maintained by an employer, including a partnership or sole proprietorship, or 
by an employee organization, or by both, other than a plan providing indi- 
vidual retirement accounts or individual retirement annuities under the 
Internal Revenue Code, § 408 (26 U.S.C. § 408), premium deposit fund, 
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variable annuity, investment annuity, immediate annuity, any deferred annu- 
ity contract after annuity payments have commenced or reversionary annuity, 
nor to any contract that shall be delivered outside this state through an agent 
or other representative of the company issuing the contract. 


History. Section to Section References. 
Acts 1978, ch. 590, § 2; T.C.A., § 56-4602. This section is referred to in § 56-36-103. 


56-36-103. Nonforfeiture requirements. 


(a) In the case of contracts issued on or after March 12, 2004, no contract of 
annuity, except as stated in § 56-36-102, shall be delivered or issued for 
delivery in this state unless it contains in substance the following provisions, 
or corresponding provisions, which in the opinion of the commissioner are at 
least as favorable to the contract holder, upon cessation of payment of 
considerations under the contract: 

(1) That upon cessation of payment of considerations under a contract, or 
upon the written request of the contract owner, the company shall grant a 
paid-up annuity benefit on a plan stipulated in the contract of the value as 
is specified in §§ 56-36-105 — 56-36-108 and 56-36-1100; 

(2) If a contract provides for a lump sum settlement at maturity, or at any 
other time, that upon surrender of the contract at or prior to the commence- 
ment of any annuity payments, the company shall pay in lieu of any paid-up 
annuity benefit a cash surrender benefit of the amount as is specified in 
§§ 56-36-105, 56-36-106, 56-36-108, and 56-36-110. The company may 
reserve the right to defer the payment of the cash surrender benefit for a 
period not to exceed six (6) months after demand therefor with surrender of 
the contract after making written request and receiving written approval of 
the commissioner. The request shall address the necessity and equitability 
to all policyholders of the deferral; 

(3) A statement of the mortality table, if any, and interest rates used in 
calculating any minimum paid-up annuity, cash surrender or death benefits 
that are guaranteed under the contract, together with sufficient information 
to determine the amounts of the benefits; and 

(4) A statement that any paid-up annuity, cash surrender or death 
benefits that may be available under the contract are not less than the 
minimum benefits required by any statute of the state in which the contract 
is delivered and an explanation of the manner in which the benefits are 
altered by the existence of any additional amounts credited by the company 
to the contract, any indebtedness to the company on the contract, or any 
prior withdrawals from or partial surrenders of the contract. 

(b) Notwithstanding the requirements of this section, any deferred annuity 
contract may provide that if no considerations have been received under a 
contract for a period of two (2) full years and the portion of the paid-up annuity 
benefit at maturity on the plan stipulated in the contract arising from 
considerations paid prior to the period would be less than twenty dollars 
($20.00) monthly, the company may at its option terminate the contract by 
payment in cash of the then present value of the portion of the paid-up annuity 
benefit, calculated on the basis of the mortality table, if any, and interest rate 
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specified in the contract for determining the paid-up annuity benefit, and by 
such payment shall be relieved of any further obligation under the contract. 


History. 
Acts 1978, ch. 590, § 3; T.C.A., § 56-4603; 
Acts 2004, ch. 439, § 1. 


56-36-104. Minimum values. 


(a) Prior to July 1, 2006, a company may elect to comply with this subsection 
(a) or subsection (b). On and after July 1, 2006, all companies shall comply with 
subsection (b). The minimum values as specified in this chapter in §§ 56-36- 
105 — 56-36-108 and 56-36-110 of any paid-up annuity, cash surrender or 
death benefits available under an annuity contract shall be based upon 
minimum nonforfeiture amounts as defined in this section: 

(1)(A)G) With respect to contracts providing for flexible considerations 
issued prior to July 1, 2002, the minimum nonforfeiture amount at any 
time at or prior to the commencement of any annuity payments shall be 
equal to an accumulation up to that time at a rate of interest of three 
percent (3%) per annum of percentages of the net considerations, as 
defined in subdivision (a)(1)(B), prior to that time, decreased by the sum 
of: 

(a) Any prior withdrawals from or partial surrenders of the con- 
tract accumulated at a rate of interest of three percent (3%) per 
annum; and 

(b) The amount of any indebtedness to the company on the con- 
tract, including interest due and accrued; 

and increased by any existing additional amounts credited by the 
company to the contract. 

Gi) With respect to contracts providing for flexible considerations 
issued on and after July 1, 2002, the minimum nonforfeiture amount at 
any time at or prior to the commencement of any annuity payments 
shall be equal to an accumulation up to such time at a rate of interest of 
one and one half percent (1.5%) per annum of percentages of the net 
considerations, as defined in subdivision (a)(1)(B), prior to such time, 
decreased by the sum of: 

(a) Any prior withdrawals from or partial surrenders of the con- 
tract accumulated at a rate of interest of one and one half percent 
(1.5%) per annum; and 

(b) The amount of any indebtedness to the company on the con- 
tract, including interest due and accrued; 

and increased by any existing additional amounts credited by the 
company to the contract; 

(B) The net considerations for a given contract year used to define the 
minimum nonforfeiture amount shall be an amount not less than zero (0) 
and shall be equal to the corresponding gross considerations credited to 
the contract during that contract year, less an annual contract charge of 
thirty dollars ($30.00), and less a collection charge of one dollar and 
twenty-five cents ($1.25), per consideration credited to the contract during 
that contract year. The percentages of net considerations shall be sixty- 
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five percent (65%) of the net consideration for the first contract year and 
eighty-seven and one half percent (87.5%) of the net considerations for the 
second and later contract years. Notwithstanding the preceding sentence, 
the percentage shall be sixty-five percent (65%) of the portion of the total 
net consideration for any renewal contract year that exceeds by not more 
than two (2) times the sum of those portions of the net considerations in all 

prior years for which the percentage was sixty-five percent (65%); 

(2) With respect to contracts providing for fixed scheduled considerations, 
minimum nonforfeiture amounts shall be calculated on the assumption that 
considerations are paid annually in advance and shall be defined as for 
contracts with flexible considerations that are paid annually with two (2) 
exceptions: 

(A) The portion of the net consideration for the first contract year to be 
accumulated shall be the sum of sixty-five percent (65%) of the net 
consideration for the first contract year plus twenty-two and one half 
percent (22.5%) of the excess of the net consideration for the first contract 
year over the lesser of the net considerations for the second and third 
contract years; and 

(B) The annual contract charge shall be the lesser of: 

(i) Thirty dollars ($30.00); or 
(ii) Ten percent (10%) of the gross annual consideration; and 

(3) With respect to contracts providing for a single consideration, mini- 
mum nonforfeiture amounts shall be defined as for contracts with flexible 
considerations, except that the percentage of net consideration used to 
determine the minimum nonforfeiture amount shall be equal to ninety 
percent (90%) and the net consideration shall be the gross consideration less 
a contract charge of seventy-five dollars ($75.00). 

(b) The minimum values as specified in this chapter in §§ 56-36-105 — 
56-36-108 and 56-36-110 of any paid-up annuity, cash surrender or death 
benefits available under an annuity contract shall be based upon minimum 
nonforfeiture amounts as defined in this subsection (b). 

(1)(A) The minimum nonforfeiture amount at any time at or prior to the 

commencement of any annuity payments shall be equal to an accumula- 

tion up to such time at rates of interest as indicated in subdivision (b)(2) 

of the net considerations, as defined in this section, paid prior to such time, 

decreased by the sum of subdivisions (b)(1)(A)(i)-(iv): 
(i) Any prior withdrawals from or partial surrenders of the contract 

accumulated at rates of interest as indicated in subdivision (b)(2); 

(ii) An annual contract charge of fifty dollars ($50.00), accumulated at 

rates of interest as indicated in subdivision (b)(2); 

(iii) Any premium tax paid by the company for the contract, accumu- 
lated at rates of interest as indicated in subdivision (b)(2); and 

(iv) The amount of any indebtedness to the company on the contract, 
including interest due and accrued; and 

(B) The net considerations for a given contract year used to define the 
minimum nonforfeiture amount shall be an amount equal to eighty-seven 
and one half percent (87.5%) of the gross considerations credited to the 
contract during that contract year. 
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(2) The interest rate used in determining minimum nonforfeiture 
amounts shall be an annual rate of interest determined as the lesser of three 
percent (3%) per annum and the following, which shall be specified in the 
contract if the interest rate will be reset: 

(A) The five-year constant maturity treasury rate reported by the 
federal reserve as of a date, or average over a period, rounded to the 
nearest one-twentieth of one percent (0.05%), specified in the contract no 
longer than fifteen (15) months prior to the contract issue date or 
redetermination date under subdivision (b)(2)(D); 

(B) Reduced by one hundred twenty-five (125) basis points; 

(C) Where the resulting interest rate is not less than one percent (1%); 
and 

(D) The interest rate shall apply for an initial period and may be 
redetermined for additional periods. The redetermination date, basis and 
period, if any, shall be stated in the contract. The basis is the date or 
average over a specified period that produces the value of the five-year 
constant maturity treasury rate to be used at each redetermination date. 
(3) During the period or term that a contract provides substantive 

participation in an equity indexed benefit, it may increase the reduction 
described in subdivision (b)(2)(B) by up to an additional one hundred (100) 
basis points to reflect the value of the equity index benefit. The present value 
at the contract issue date, and at each redetermination date thereafter, of 
the additional reduction shall not exceed the market value of the benefit. The 
commissioner may require a demonstration that the present value of the 
additional reduction does not exceed the market value of the benefit. Lacking 
such a demonstration that is acceptable to the commissioner, the commis- 
sioner may disallow or limit the additional reduction. 

(4) The commissioner may adopt rules and regulations, in accordance 
with the Uniform Administrative Procedures Act, compiled in title 4, chapter 
5, to implement subdivision (b)(3) and to provide for further adjustments to 
the calculation of minimum nonforfeiture amounts for contracts that provide 
substantive participation in an equity index benefit and for other contracts 
that the commissioner determines adjustments are justified. 


History. 
Acts 1978, ch. 590, § 4; T.C.A., § 56-4604; 
Acts 2002, ch. 570, § 1; 2004, ch. 439, §§ 2, 3. 


56-36-105. Computation of present value. 


Any paid-up annuity benefit available under a contract shall be such that its 
present value on the date annuity payments are to commence is at least equal 
to the minimum nonforfeiture amount on that date. The present value shall be 
computed using the mortality table, if any, and the interest rate specified in the 
contract for determining the minimum paid-up annuity benefits guaranteed in 
the contract. 
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History. to in §§ 56-36-103, 56-36-104, 56-36-111. 
Acts 1978, ch. 590, § 5; T.C.A., § 56-4605. This section is referred to in § 56-36-103. 


Section to Section References. 
Sections 56-36-105 — 56-36-108 are referred 


56-36-106. Calculation of cash surrender values. 


For contracts that provide cash surrender benefits, the cash surrender 
benefits available prior to maturity shall not be less than the present value as 
of the date of surrender of that portion of the maturity value of the paid-up 
annuity benefit that would be provided under the contract at maturity arising 
from considerations paid prior to the time of cash surrender, reduced by the 
amount appropriate to reflect any prior withdrawals from or partial surren- 
ders of the contract, the present value being calculated on the basis of an 
interest rate not more than one percent (1%) higher than the interest rate 
specified in the contract for accumulating the net considerations to determine 
the maturity value, decreased by the amount of any indebtedness to the 
company on the contract, including interest due and accrued, and increased by 
any existing additional amounts credited by the company to the contract. In no 
event shall any cash surrender benefit be less than the minimum nonforfeiture 
amount at that time. The death benefit under the contracts shall be at least 
equal to the cash surrender benefit. 


History. This section is referred to in §§ 56-36-103, 
Acts 1978, ch. 590, § 6; T.C.A., § 56-4606. 56-36-108. 


Section to Section References. 
Sections 56-36-105 — 56-36-108 are referred 
to in §§ 56-36-103, 56-36-104, 56-36-111. 


56-36-107. Calculation of paid-up annuity benefits. 


For contracts which do not provide cash surrender benefits, the present 
value of any paid-up annuity benefit available as a nonforfeiture option at any 
time prior to maturity shall not be less than the present value of that portion 
of the maturity value of the paid-up annuity benefit provided under the 
contract arising from considerations paid prior to the time the contract is 
surrendered in exchange for, or changed to, a deferred paid-up annuity, the 
present value being calculated for the period prior to the maturity date on the 
basis of the interest rate specified in the contract for accumulating the net 
considerations to determine the maturity value, and increased by any existing 
additional amounts credited by the company to the contract. For contracts that 
do not provide any death benefits prior to the commencement of any annuity 
payments, the present values shall be calculated on the basis of the interest 
rate and the mortality table specified in the contract for determining the 
maturity value of the paid-up annuity benefit. However, in no event shall the 
present value of a paid-up annuity benefit be less than the minimum 
nonforfeiture amount at that time. 
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History. to in §§ 56-36-103, 56-36-104, 56-36-111. 
Acts 1978, ch. 590, § 7; T.C.A., § 56-4607. This section is referred to in § 56-36-108. 


Section to Section References. 
Sections 56-36-105 — 56-36-108 are referred 


56-36-108. Maturity date. 


For the purpose of determining the benefits calculated under §§ 56-36-106 
and 56-36-107, in the case of annuity contracts under which an election may be 
made to have annuity payments commenced at optional maturity dates, the 
maturity date shall be deemed to be the latest date for which election shall be 
permitted by the contract, but shall not be deemed to be later than the 
anniversary of the contract next following the annuitant’s seventieth birthday 
or the tenth anniversary of the contract, whichever is later. 


History. to in §§ 56-36-103, 56-36-104, 56-36-111. 
Acts 1978, ch. 590, § 8; T.C.A., § 56-4608. This section is referred to in § 56-36-103. 


Section to Section References. 
Sections 56-36-105 — 56-36-108 are referred 


56-36-109. Disclosure of limited benefits. 


Any contract that does not provide cash surrender benefits or does not 
provide death benefits at least equal to the minimum nonforfeiture amount 
prior to the commencement of any annuity payments shall include a statement 
in a prominent place in the contract that the benefits are not provided. 


History. 
Acts 1978, ch. 590, § 9; T.C.A., § 56-4609. 


56-36-110. Inclusion of lapse of time considerations. 


Any paid-up annuity, cash surrender or death benefits available at any time, 
other than on the contract anniversary under any contract with fixed sched- 
uled considerations, shall be calculated with allowance for the lapse of time 
and the payment of any scheduled considerations beyond the beginning of the 
contract year in which cessation of payment of considerations under the 
contract occurs. 


History. 
Acts 1978, ch. 590, § 10; T.C.A., § 56-4610. 


Section to Section References. 
This section is referred to in §§ 56-36-1083, 
56-36-104, 56-36-111. 


56-36-111. Minimum forfeiture benefits. 


For any contract that provides, within the same contract by rider or 
supplemental contract provisions, both annuity benefits and life insurance 
benefits that are in excess of the greater of cash surrender benefits or a return 
of the gross considerations with interest, the minimum nonforfeiture benefits 


469 PREMIUM FINANCE COMPANY ACT OF 1980 56-36-113 


shall be equal to the sum of the minimum nonforfeiture benefits for the 
annuity portion and the minimum nonforfeiture benefits, if any, for the life 
insurance portion computed as if each portion were a separate contract. 
Notwithstanding §§ 56-36-105 — 56-36-108 and 56-36-110, additional benefits 
payable: 

(1) In the event of total and permanent disability; 

(2) As reversionary annuity or deferred reversionary annuity benefits; or 

(3) As other policy benefits additional to life insurance, endowment and 

annuity benefits, and considerations for the additional benefits; 

shall be disregarded in ascertaining the minimum nonforfeiture amount, 
paid-up annuity, cash surrender and death benefits that may be required by 
this chapter. The inclusion of the additional benefits shall not be required in 
any paid-up benefits, unless the additional benefits separately would require 
minimum nonforfeiture amounts, paid-up annuity cash surrender and death 
benefits. 


History. 
Acts 1978, ch. 590, § 11; T.C.A., § 56-4611. 


56-36-112. Operative dates. 


After March 138, 1978, any company may file with the commissioner a 
written notice of its election to comply with this chapter after a specified date, 
_ which shall be the operative date of this chapter for the company, and this 
chapter shall become operative with respect to annuity contracts thereafter 
issued by the company. If a company makes no election, the operative date of 
this chapter for the company shall be March 13, 1980, and until the operative 
date the company shall continue to be governed by § 56-7-112. 


History. 
Acts 1978, ch. 590, § 12; T.C.A., § 56-4612. 


56-36-113. Rules and regulations. 


The commissioner may adopt rules and regulations, in accordance with the 
Uniform Administrative Procedures Act, compiled in title 4, chapter 5, to 
implement this chapter. 


History. 
Acts 2004, ch. 439, § 4. 
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Refund of gross unearned premiums upon cancellation. 
Perfection of assignment and security interest. 


This chapter shall be known and may be cited as the “Premium Finance 


Company Act of 1980.” 


History. 
Acts 1980, ch. 920, § 1. 


Code Commission Notes. For transfer of 
regulation of premium finance companies from 
the department of commerce and insurance to 
the department of financial institutions, see 
Executive Order No. 52 (September 9, 1983). 


56-37-102. Chapter definitions. 


Section to Section References. 
This chapter is referred to in §§ 40-29-107, 
56-50-102. 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 47. 


As used in this chapter, unless the context otherwise requires: 
(1) “Commissioner” means the commissioner of financial institutions; 
(2) “Licensee” means a premium finance company holding a license issued 


under this chapter; 


(3) “Person” means an individual, partnership, association, business 
corporation, nonprofit corporation, common law trust, joint-stock company 
or any other group of individuals however organized; 

(4) “Premium finance agreement” means an agreement by which an 


insured or prospective insured promises to pay to a premium finance 
company the amount advanced or to be advanced under the agreement to an 
insurer or to an insurance agent or producing agent in payment of premiums 
of an insurance contract, together with interest and a service charge as 
authorized and limited by this chapter; 

(5) “Premium finance company” means a person engaged in the business 
of entering into premium finance agreements or acquiring premium finance 
agreements from other premium finance companies; and 

(6) “Premiums financed” means any interest assigned pursuant to a 
premium finance agreement or other assignment in or relating to an 
insurance policy or contract of insurance, to the extent of the rights retained 
by an assignor or assignee of that policy or contract of insurance for the 
refund of premiums and related charges paid. 


History. 
Acts 1980, ch. 920; § 2; 2013, ch. 121, § 1. 


Code Commission Notes. “Commissioner of 
financial institutions” has been substituted for 
“commissioner of commerce and insurance” to 
reflect the transfer of regulation of premium 


finance companies in Executive Order No. 52 
(September 9, 1983). 


Textbooks. 
Tennessee Jurisprudence, 15 Tenn. Juris., 
Insurance, § 47. 
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56-37-103. License required — Renewal — Fees — Disclosure — Rules 
and regulations. 


(a) No person shall engage in the business of a premium finance company in 
this state without first having obtained a license as a premium finance 
company from the commissioner. 

(b)(1) Licenses issued pursuant to this chapter shall expire on March 31. A 

license may be renewed for the ensuing twelve-month period upon applica- 

tion by the license holder showing continued compliance with the require- 
ments of § 56-37-104, and payment of the nonrefundable supervision fee, as 
provided in § 45-1-118G). The supervision fee shall be applicable to each 
location. A licensee making timely and complete application and payment for 
renewal of its license shall be permitted to continue to operate under its 
existing license until its application is approved or denied. The completed 
renewal application and the payment of the annual supervision fee shall be 
sent to the department on or before March 1 of each year. Licenses issued 

under the former provisions of this chapter shall instead expire on March 31, 

2016. 

(2) Licensees submitting renewal applications pursuant to this chapter 
from April 15, 2015, through July 1, 2015, shall not pay a supervision fee, as 
provided in § 45-1-118(i). A renewed license issued under this chapter with 
a beginning effective date of July 1, 2015, shall expire on March 31, 2016. 
The renewal fee for a renewed license submitted from April 15, 2015, 
through July 1, 2015, shall be three hundred dollars ($300). A licensed 
location examined from April 15, 2015, through March 31, 2016, shall pay 
the actual and reasonable costs of the examination. 

(c) The commissioner has the authority, at any time, to require the applicant 
to disclose fully the identity of all stockholders, partners, officers, and employ- 
ees, and has discretion to refuse to issue or renew a license in the name of any 
firm, partnership or corporation if not satisfied that any officer, employee, 
stockholder or partner thereof who may materially influence the applicant’s 
conduct meets the standards of this chapter. 

(d) The commissioner is authorized to promulgate rules and regulations to 
effectuate the purposes of this chapter. The rules and regulations shall be 
promulgated in accordance with the Uniform Administrative Procedures Act, 
compiled in title 4, chapter 5. 

(e) The commissioner may employ persons as necessary to examine or 
investigate and make reports on alleged violations of this chapter or compli- 
ance with the other provisions of this chapter. The costs for an examination or 
investigation of licensees shall be assessed pursuant to § 45-1-118G). An 
unlicensed person subject to the licensing requirements of this chapter, who is 
examined or investigated in accordance with this chapter, shall pay to the 
commissioner the reasonable and actual expenses of the investigation or 
examination. 

(f) The commissioner may establish a biennial license arrangement for the 
filing of the application for licensure renewal, but in no case shall the 
supervision fee be payable for more than one (1) year at a time. 
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History. Constitution of Tennessee, Acts 2014, ch. 736 
Acts 1980, ch. 920, § 3; 2014, ch. 736, §§ 34, took effect on April 21, 2014, for the purpose of 
35. promulgating rules and regulations. 


Compiler’s Notes. 
Pursuant to Article III, Section 18 of the 


56-37-104. Investigation of applicants. 


(a) Upon the filing of an application and the payment of the nonrefundable 
supervision fee, as provided in § 45-1-118(i), the commissioner shall make an 
investigation of each applicant and shall issue a license if the applicant is 
qualified in accordance with this chapter. If the commissioner does not so find, 
the commissioner shall, at the request of the applicant, give the applicant a full 
hearing in accordance with the Uniform Administrative Procedures Act, 
compiled in title 4, chapter 5. 

(b) The commissioner shall issue or renew a license, as may be applied for, 
when the commissioner is satisfied that the person to be licensed: 

(1) Is competent and trustworthy and intends to act in good faith in the 
capacity involved by the license for which the person applied; 

(2) Has a good business reputation and has had experience, training or 
education so as to be qualified in the business for which the license is 
required; and 

(3) If a corporation, is a corporation incorporated under the laws of this 
state or a foreign corporation authorized to transact business in this state. 


History. took effect on April 21, 2014, for the purpose of 
Acts 1980, ch. 920, § 4; 2014, ch. 736, § 36. promulgating rules and regulations. 


Compiler’s Notes. Section to Section References. 
Pursuant to Article III, Section 18 of the This section is referred to in § 56-37-1083. 
Constitution of Tennessee, Acts 2014, ch. 736 


56-37-105. Revocation or suspension of license. 


(a) The commissioner may revoke or suspend the license of any premium 
finance company when after investigation the commissioner finds that: 
(1) The license issued to the company was obtained by fraud; 
(2) There was any misrepresentation in the application for the license; 
(3) The holder of the license has otherwise proven untrustworthy or 
incompetent to act as a premium finance company; or 
(4) The company has violated any of the provisions of this chapter. 

(b) Before the commissioner revokes, suspends or refuses to renew the 
license of any premium finance company, the aggrieved person shall be entitled 
to a hearing in accordance with the Uniform Administrative Procedures Act, 
compiled in title 4, chapter 5. In lieu of revoking or suspending the license for 
any of the causes enumerated in this section, after hearing as herein provided, 
the commissioner may subject the company to a penalty of not more than two 
hundred dollars ($200) for each offense when the commissioner finds that the 
public interest would not be harmed by the continued operation of the 
company. The amount of the penalty shall be paid by the company to the 
commissioner. 

(c) Ifthe commissioner refuses to issue to any person a license as a premium 
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finance company, or revokes, suspends or refuses to renew the license of any 
premium finance company, or imposes a penalty on the company, after a 
hearing as provided under subsection (b), the applicant or licensee may appeal 
from the refusal to issue a license or from the adjudication in accordance with 
the Uniform Administrative Procedures Act. 


History. 
Acts 1980, ch. 920, § 5. 


56-37-106. Maintenance and preservation of records — Examination. 


(a) Every licensee shall maintain corporate and accounting records, includ- 
ing complete records of its premium finance transactions, and the records shall 
be open to examination and investigation by the commissioner. The commis- 
sioner may at any time during regular business hours examine the records at 
any location at which the records are maintained. 

(b) Every licensee shall preserve its records of the premium finance trans- 
actions, including cards used in a card system, if any, for at least two (2) years 
after making the final entry in respect to any premium finance agreement. The 
preservation of records in photographic, microfilm or microfiche form shall 
constitute compliance with this requirement. 


History. Constitution of Tennessee, Acts 2014, ch. 736 
Acts 1980, ch. 920, § 6; 2014, ch. 736, § 37. took effect on April 21, 2014, for the purpose of 


asiiiais Motos: promulgating rules and regulations. 


Pursuant to Article III, Section 18 of the 


56-37-107. Premium finance agreement — Contents. 


(a) A premium finance agreement shall: 
(1) Be dated and signed by the insured or on behalf of the insured by a 
power of attorney, and its printed portion shall be in at least eight-point type; 
(2) Contain the name and place of business of the insurance agent 
negotiating the related insurance contract, the name and residence or the 
place of business of the insured as specified by the insured, the name and 
place of business of the premium finance company to which payments are to 
be made, a brief description of the insurance contracts involved and the 
amount of the premium; and 
(3) Set forth the following items where applicable: 
(A) The total amount of the premiums; 
(B) The amount of the down payment; 
(C) The principal balance (the difference between subdivisions (a)(3)(A) 
and (B)); 
(D) The amount of the interest; 
(E) The balance payable by the insured (sum of subdivisions (a)(3)(C) 
and (D)); and 
(F) The number of installments required, the amount of each install- 
ment expressed in dollars, and the due date or period of the installments. 
(b) The items set out in subdivision (a)(3) need not be stated in the sequence 
or order in which they appear in subdivision (a)(3), and additional items may 
be included to explain the computations made in determining the amount to be 
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paid by the insured. Compliance with the federal Truth In Lending Act (15 
U.S.C. § 1601 et seq.), will satisfy disclosure requirements of this section. 


History. 
Acts 1980, ch. 920, § 7. 


56-37-108. Interest charges — Computation — Maximum rates. 


(a) Apremium finance company shall not charge, or contract for an interest 
charge, other than as permitted by this chapter. 

(b) The interest is to be computed on the balance of the premiums due, after 
subtracting the down payment made by the insured in accordance with the 
premium finance agreement, from the effective date of the insurance contract, 
for which the premiums are being advanced, to and including the date when 
the final installment of the premium finance agreement is payable. 

(c) The maximum effective rate of interest under this chapter shall: 

(1) Be determined in accordance with the actuarial method; 

(2) In the case of precomputed interest, be calculated and determined as 
of the effective date of the insurance contract on the assumption that all 
scheduled payments will be made as contracted; and 

(3) Not be affected by the prepayment of the loan, in whole or in part. 
(d) The maximum effective rate of interest per annum under this chapter 

shall not exceed twenty-four percent (24%) per annum. 

(e) The term of a loan for the purposes of this section commences on the 
effective date of the insurance contract for which the premium is being 
advanced. Differences in the lengths of months are disregarded and, for any 
period less than a month, each day may be counted as one thirtieth (7/39) of a 
month. 

(f) Notwithstanding any premium finance agreement, any insured may 
prepay the obligation in full at any time. In this event, the insured shall receive 
a refund credit, which refund credit shall represent at least as great a 
proportion of the interest as the sum of the periodic balances after the month 
in which prepayment is made bears to the sum of all periodic balances under 
the schedules of installments in the agreement. Where the amount of the 
refund credit is less than one dollar ($1.00), no refund need be made. 


History. Resener, J. A. Whitson, K. J. Miller), 50 Tenn. 
Acts 1980, ch. 920, § 8; 1981, ch. 414, § 1; L. Rev. 785 (1983). 
1983, ch. 431, § 1. 


Law Reviews. 
Selected Tennessee Legislation of 1983 (N. L. 


56-37-109. Loan charges. 


No licensee under this chapter has the power to charge premium loan 
charges other than, or in amounts greater than, the following: 

(1) Licensees may charge, in the case of the precomputed loan, a service 
charge in an amount equal to four percent (4%) of the total amount of the 
loan, which charge may be deducted in advance from the principal of the 
premium loan; provided, that a licensee who contracts for the payment of 
interest on the balances from time to time outstanding, commonly referred 
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to as a revolving or open-end account, shall be limited to contracting for a 
service charge not to exceed fifteen dollars ($15.00) and payable no more 
frequently than once per calendar year per premium loan account. This 
service charge shall be in lieu of all other compensation for services, 
expenses, detriments or commitments directly incident to the loan, except 
those charges that are otherwise specifically provided in this chapter. This 
charge is authorized and limited on the basis that it is generally reasonably 
related to the total costs and expenses that it is designed to cover, and in 
order to make the amount of the charges more certain and readily ascer- 
tainable by the registrants, their borrowers and the commissioner, and to 
that end registrants shall not be required to maintain detailed records with 
respect to the services, expenses, detriments or commitments covered 
thereby. This charge shall not, however, be imposed on that portion of a loan 
used to pay any existing loan or part thereof owing by the same borrower or 
spouse or both to the same licensee or any affiliated lender. 

(2)(A) A premium finance agreement may provide for the payment by the 

insured of a delinquency charge of two dollars ($2.00) to a maximum of five 

percent (5%) of the delinquent installment on any installment, which is in 
default for a period of ten (10) days or more; provided, that the charge shall 
not be collected more than once for the same delinquency. 

(B) If the default results in the cancellation of any insurance contract 
listed in the agreement, the agreement may provide for the payment by 
the insured of a cancellation charge of five dollars ($5.00). 

(3) A premium finance agreement may provide for payment of collection 
costs, attorney’s fees equal to fifteen percent (15%) of the outstanding 
indebtedness and any other charges that arose because one (1) party 
breached the contract. 

(4) None of the charges referred to in this section shall be considered 
directly or indirectly in determining whether a violation of the usury laws 
has occurred under a premium finance agreement. 


History. Resener, J. A. Whitson, K. J. Miller), 50 Tenn. 
Acts 1980, ch. 920, § 9; 1981, ch. 414, § 2; _L. Rev. 785 (1983). 
1983, ch. 431, § 2. 


Law Reviews. 
Selected Tennessee Legislation of 1983 (N. L. 


56-37-110. Cancellation — Notice. 


(a) When a premium finance agreement contains a power of attorney 
enabling the premium finance company to cancel any insurance contract or 
contracts listed in the agreement, the insurance contract or contracts shall not 
be cancelled by the premium finance company unless the cancellation is 
effectuated in accordance with this section. 

(b) Not less than ten (10) days’ written notice shall be mailed to the insured, 
at the insured’s last known address as shown on the records of the premium 
finance company, of the intent of the premium finance company to cancel the 
insurance contract unless the default is cured within the ten-day period; 
provided, that if a default results from the refusal of a bank to honor a loan 
repayment check, the default shall be treated as a request of the insured for 


56-37-111 INSURANCE 476 
cancellation and the premium finance company shall not be required to provide 
an additional ten (10) days’ written notice to the insured. ~ 

(c) After expiration of the ten-day period, the premium finance company 
may thereafter cancel the insurance contract or contracts by mailing to the 
insurer a notice of cancellation. The insurance contract shall be cancelled as if 
the notice of cancellation had been submitted by the insured, but without 
requiring the return of the insurance contract or contracts. The premium 
finance company shall also mail a notice of cancellation to the insured at the 
insured’s last known address as shown on the records of the premium finance 
company. 

(d) All statutory, regulatory and contractual restrictions providing that the 
insurance contract may not be cancelled unless notice is given to a govern- 
mental agency, mortgagee or other third party shall apply where cancellation 
is effected under this section. The insurer shall give the prescribed notice on 
behalf of itself or the insured to any governmental agency, mortgagee or other 
third party on or before the second business day after the day it receives the 
notice of cancellation, taking into consideration the number of days’ notice 
required to complete the cancellation. 


History. 
Acts 1980, ch. 920, § 10. 


NOTES TO DECISIONS 


1. Lienholders. 

This section does not independently obligate 
an insurer to give notice to lienholders. West- 
ern Express v. Interested Underwriters at 
Lloyd’s, 942 S.W.2d 542, 1996 Tenn. App. 
LEXIS 761 (Tenn. Ct. App. 1996). 

The requirement of notice to lienholders is 
for their protection and not for protection of the 
insured; thus failure to provide notice to lien- 
holders did not provide a defense to an insured. 


Western Express v. Interested Underwriters at 
Lloyd’s, 942 S.W.2d 542, 1996 Tenn. App. 
LEXIS 761 (Tenn. Ct. App. 1996). 

A lienholder who was not listed as such in a 
policy, and who did not allege that the insurer 
had any other notice of his interest, was not 
entitled to notice of cancellation. Western Ex- 
press v. Interested Underwriters at Lloyd’s, 942 
S.W.2d 542, 1996 Tenn. App. LEXIS 761 (Tenn. 
Ct. App. 1996). 


56-37-111. Refund of gross unearned premiums upon cancellation. 


(a) Whenever a financed insurance contract is cancelled, the insurer shall 
return whatever gross unearned premiums are due under the insurance 
contract directly to the premium finance company for the account of the 
insured or insureds as soon as reasonably possible, but in no event shall the 
period for payment exceed thirty (30) days after the effective date of cancella- 
tion. In the event that the crediting of return premiums to the account of the 
insured results in a surplus over the amount due from the insured, the 
premium finance company shall refund the excess to the insured within thirty 
(30) days; provided, that no refund shall be required if it amounts to less than 
one dollar ($1.00). Failure by the insurer to remit the unearned premium to the 
finance company, as required by this subsection (a), shall make the insurer 
liable for any interest or finance fees that are assessed against the policyholder 
as a result of the failure to timely remit unearned premiums after the required 
period to remit the refund. 

(b) When cancellation of a financed insurance contract is requested by the 
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premium finance company, the insurance company shall base the refund of the 
unearned premiums on a pro rata basis. 


History. 
Acts 1980, ch. 920, § 11; 1995, ch. 238, § 1; 
2001, ch. 184, § 1. 


NOTES TO DECISIONS 


cellation of a financed insurance contract. Pre- 
mium Fin. Corp. of Am. v. Crump Ins. Servs., 
978 S.W.2d 91, 1998 Tenn. LEXIS 605 (Tenn. 
1998). 


1. Cause of Action. 

This section does not grant premium finance 
companies a cause of action against insurers for 
failure to return unearned premiums after can- 


56-37-112. Perfection of assignment and security interest. 


(a) A premium finance company, seller, building or savings and loan asso- 
ciation, bank, trust company, industrial loan and thrift company or credit 
union authorized to do business in this state that finances insurance premi- 
ums, shall be deemed to have a perfected assignment and security interest in 
any premiums financed if the buyer or borrower signs a written agreement 
assigning a security interest in the premiums financed to the premium finance 
company, seller, seller’s assignee, or lender. No filing or other recordation of the 
premium finance agreement or financing statement shall be necessary to 
perfect the validity of the agreement as a valid assignment and secured 
transaction as against creditors, subsequent purchasers, pledgees, encum- 
brancers, trustees in bankruptcy or any other insolvency proceeding under any 
law, or anyone having the status or power of the aforementioned or their 
successors or assigns. 

(b) Title 47, chapter 9, shall govern the relative priorities of security 
interests in, and any right of set-off against, funds advanced pursuant to a 
premium finance agreement or cash proceeds of a premium financed. 


History. 
Acts 1980, ch. 920, § 12; 1981, ch. 414, § 3; 
Bu13,.ch. 121,.§, 2. 


NOTES TO DECISIONS 


1. Generally. 

Pursuant to T.C.A. § 56-37-112 (2008), a 
bank that loaned an insured money to pay an 
insurance premium had a superior interest in 
funds held at a community bank where the 
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community bank was a creditor to the account 
holder, as well as a subsequent purchaser. Am. 
Bank, FSB v. Cornerstone Cmty. Bank, 733 
F.3d 609, 2013 FED App. 235P, 2013 U.S. App. 
LEXIS 17030 (6th Cir. Aug. 16, 2013). 


Any premium finance company that willfully and knowingly violates the 
provisions of any section of this chapter commits a Class C misdemeanor. 


History. 
Acts 1980, ch. 920, § 13; 1989, ch. 591, § 113. 


Cross-References. 
Penalty for Class C misdemeanor, § 40-35- 
ane 
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56-37-114. Exemptions. 


© 


This chapter does not apply to: 

(1) The financing of insurance premiums by any seller who sells goods or 
services pursuant to an installment sale contract wherein a time price 
differential is charged, or to any building or savings and loan association, 
bank, trust company, industrial loan and thrift company or credit union 
authorized to do business in this state, which finances insurance premiums 
incidental to other extensions of credit; 

(2) Any insurance company, association or exchange authorized to do 
business in this state that solely finances the insurance premiums for the 
insurance policies it issues or a subsidiary of an authorized insurer admitted 
in this state or a corporation under substantially the same management or 
control as an admitted insurer or group of insurers, where the subsidiary, 
managed or controlled company is engaged in the business of financing 
insurance premiums on policies issued only by its parent insurer or affiliated 
group of insurers; and 

(3) Any insurance agent or producing agent licensed to do business in this 
state who finances premiums on policies solely written by the agent or 
producing agent. 


History. 
Acts 1980, ch. 920, § 14; 1981, ch. 414, § 4. 


56-37-115. Reenactment — Short title. 


This chapter is reenacted in its entirety as amended by Acts 1981, ch. 414, 
and shall continue to be entitled the “Premium Finance Company Act of 1980.” 


History. ter effective June 30, 1981, but Acts 1981, ch. 
Acts 1981, ch. 414, § 5. 414, § 5 reenacted this chapter effective the 
same date. 


Compiler’s Notes. 
Acts 1980, ch. 920, § 16 repealed this chap- 


CHAPTERS 38-39 [RESERVED] 


CHAPTER 40 
INDEMNIFIED EMPLOYEE WELFARE BENEFIT PLANS 


Section 

56-40-101. Annual registration — Exclusion of catastrophic loss. 
56-40-102. Registration requirements. 

56-40-1038. Accuracy of information. 

56-40-104. Violations — Penalties. 

56-40-105. Rules and regulations. 


56-40-101. Annual registration — Exclusion of catastrophic loss. 


(a) Each plan that purchases a contract of insurance that provides for 
indemnification of claims made by plan participants, except in the event of a 
catastrophic loss, shall register annually with the department of commerce 
and insurance, in the manner and on forms prescribed by the department. 
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(b) “Catastrophic loss,” as used in this section, means any contract of 
insurance that provides for indemnification of claims made by plan partici- 
pants in the amount of twenty-five thousand dollars ($25,000) or more per 
individual participant or an accumulated loss in any one (1) plan contract year 
in the amount of and over one hundred fifty thousand dollars ($150,000) for the 
employee plan. 


History. 
Acts 1987, ch. 365, § 1. 


56-40-102. Registration requirements. 


(a) The registration requirements of this chapter include, but are not 
limited to: 
(1) The employer’s name and insurance federal employer identification 
number; 
(2) The total number of employees covered by the employee welfare 
benefit plan; 
(3) The size of the insurance reserve fund under the plan; 
(4) An attached copy of insurance benefits provided to employees and 
their dependents under the plan; and 
(5) An attached copy of any indemnity supplemental insurance that 
insures the plan benefits, with disclosure of the point at which the indemnity 
insurance begins coverage of those plan benefits. 
(b) Registrations shall be filed and received in the office of the department 
of commerce and insurance no later than twelve o'clock (12:00) midnight of 
January 31 of each year. 


History. Section to Section References. 
Acts 1987, ch. 365, § 2. This section is referred to in § 56-40-103. 


56-40-103. Accuracy of information. 


The information registered and reported in accordance with § 56-40-102 
shall be accurate as of the date of registration. 


History. 
Acts 1987, ch. 365, § 3. 


56-40-104. Violations — Penalties. 


Any plan that violates this chapter shall be subject to a fine and/or a civil 
penalty of not less than one hundred dollars ($100) nor more than one 
thousand dollars ($1,000) for each violation. Each year that a plan fails to 
register in accordance with this chapter constitutes a separate violation. 


History. 
Acts 1987, ch. 365, § 4. 


56-40-105. Rules and regulations. 


The department shall promulgate necessary and appropriate rules and 
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regulations pursuant to the Uniform Administrative Procedures Act, compiled 
in title 4, chapter 5, to implement the effect and intent of this chapter. 


History. 


Acts 1987, ch. 365, § 5. 


Section 


56-41-101. 
56-41-102. 
56-41-103. 


56-41-104. 
56-41-105. 
56-41-106. 
56-41-107. 


56-41-108. 
56-41-109. 
56-41-110. 
56-41-111. 
56-41-112. 
56-41-113. 
56-41-114. 


CHAPTER 41 
JOINT UNDERWRITING/RISK SHARING 


Chapter definitions. 

Voluntary risk sharing or market assistance plan. 

Tennessee property and casualty insurance association — Creation — Plan of 
operation. 

Board of directors of association. 

Plan of operation — Insurers and agents required to participate. 

Plan of operation — Information to be specified or provided. 

Plan of operation — Methods regarding risks, rates, claims and coverage — Premiums 
— Deficits. 

Stabilization reserve fund. 

Powers and duties of association. 

Payment of fees and taxes by association. 

Scope and types of voluntary plans. 

Duration and effect of obligations and duties. 

Immunity for good-faith statements and actions. 

Examination of organizations. 


56-41-101. Chapter definitions. 


As used in this chapter, unless the context otherwise requires: 
(1) “Association” means the Tennessee property and casualty insurance 
association; and 
(2) “Insurance” means “property insurance” as defined in § 56-2-201, and 
“casualty insurance” as defined in § 56-2-201, except for: 
(A) Hazardous waste or environmental impairment insurance; and 
(B) Any kind of insurance that is available through the Tennessee 
automobile insurance plan or any other existing residual market mecha- 
nism as defined in chapter 5 of this title. 


History. 


Acts 1987, ch. 489, § 1. 


Section to Section References. 
This section is referred to in § 56-41-109. 


Collateral References. 

Validity, construction, and effect of assault 
and battery exclusion in liability insurance 
policy at issue. 44 A.L.R.5th 91. 


56-41-102. Voluntary risk sharing or market assistance plan. 


If the commissioner of commerce and insurance finds after a hearing that, in 


any part of this state, property and casualty insurance is not readily available 
in the voluntary market and that the public interest requires its availability, 
the commissioner may authorize formation of a voluntary risk sharing or 
market assistance plan under § 56-41-111. 


History. 
Acts 1987, ch. 439, § 2. 
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56-41-1038. Tennessee property and casualty insurance association — 
Creation — Plan of operation. 


(a) If, after public hearing, the commissioner finds that the voluntary risk 
sharing or market assistance plan has failed, or that no plan has been 
established, to restore availability of the needed insurance coverages, the 
commissioner may establish the Tennessee property and casualty insurance 
association as an unincorporated association. The purpose of the association 
shall be to provide a market for certain kinds of property and casualty 
insurance on a self-supported basis without subsidy from other kinds of 
insurance. 

(b) The association shall perform its functions under a plan of operation 
approved by the commissioner. The plan of operation shall: 

(1) Give consideration to the need for adequate and readily accessible 
coverage, to alternative methods of improving the market affected, to the 
preferences of insurers and agents, to the inherent limitations of the 
insurance mechanism, to the need for reasonable underwriting standards, 
and to the requirement of reasonable loss prevention measures; 

(2) Establish procedures that will create minimum interference with 
voluntary markets; 

(3) Spread the burden imposed by the association equitably and efficiently 
within the insurance industry; and 

(4) Establish procedures for applicants and participants to have griev- 
ances reviewed by an impartial body. 


History. 
Acts 1987, ch. 439, § 2. 


56-41-104. Board of directors of association. 


(a) The administrative powers of the association are vested in a board of 
directors, approved by the commissioner, consisting of seven (7) members who 
shall be elected and votes shall be cast and counted on a weighted basis in 
accordance with the premiums written of each member insurer. In addition, 
there shall be appointed by the commissioner two (2) members who shall be 
licensed agents or a representative of an agent’s association. 

(b) Members of the board of directors may be reimbursed from the assets of 
the association for expenses incurred by them as members of the board of 
directors and for reasonable and equitable compensation as may be prescribed 
by the terms of the plan of operation. 

(c) The board of directors shall submit to the commissioner a plan of 
operation for the association and make suitable or necessary amendments to 
the plan to assure the fair, reasonable and equitable administration of the 
association. The plan of operation shall become effective upon the commission- 
er’s approval in writing. The commissioner has the authority to modify or 
amend the plan. 

(d) If the association fails to submit a plan of operation within a reasonable 
period of time, or if at any time thereafter the association fails to submit 
amendments to the plan of operation, the commissioner, after a public hearing, 
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may promulgate a plan of operation that is, in the commissioner’s discretion, 
necessary or advisable to effectuate this title. t 


History. 
Acts 1987, ch. 439, § 3. 


56-41-105. Plan of operation — Insurers and agents required to par- 
ticipate. 


(a) The plan of operation shall require participation by all insurers licensed 
in Tennessee and transacting direct insurance of the type covered by the 
specific plan, and all agents appointed to represent the insurers in this state 
for the specified types of business, except that the commissioner may exclude 
classes of persons for administrative convenience or because it is not equitable 
or practicable to require them to participate in the plan. “Type of insurance” 
means personal or commercial property and casualty coverage as defined in 
this title. 

(b) The plan may provide for optional participation by insurers not required 
to participate under subsection (a). 


History. Section to Section References. 
Acts 1987, ch. 439, § 4. This section is referred to in § 56-45-105. 


56-41-106. Plan of operation — Information to be specified or pro- 
vided. 


(a) The plan of operation shall specify the basis of participation of insurers 
and agents and the conditions under which risks must be accepted. 
(b) Every participating insurer and agent shall provide to any person 
seeking coverage: 
(1) The kinds available under the plan of operation; and 
(2) The services prescribed in the plan of operation, including full infor- 
mation on the requirements and procedures for obtaining coverage under 
the plan of operation, assuming coverage cannot be placed in the voluntary 
market. 


History. 
Acts 1987, ch. 439, § 5. 


56-41-107. Plan of operation — Methods regarding risks, rates, claims 
and coverage — Premiums — Deficits. 


(a) The plan of operation shall provide for the method of underwriting and 
classifying risks, making and filing rates, adjusting and processing claims, and 
any other insurance or investment function that is necessary for the purpose 
of providing essential insurance coverage. 

(b) All policies issued by the association shall be subject to a nonprofit group 
retrospective rating plan to be approved by the commissioner, under which the 
final premium for all policyholders of the association, as a group, will be equal 
to the administrative expenses, loss and loss adjustment expenses, plus a 
reasonable allowance for contingencies and servicing. Policyholders shall be 
given full credit for all investment income, net of expenses and a reasonable 
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management fee on policyholder supplied funds. Any additional premium 
resulting from a retrospective adjustment will first be collected from the 
stabilization fund set forth in § 56-41-108. If these funds are insufficient to pay 
the entire amount due, the balance will be recouped through surcharges upon 
policyholders in accordance with a procedure approved by the commissioner. 

(c) In providing for the recoupment of deficits that may be incurred by the 
association, an option shall be offered to an insured each policy year to pay a 
capital stabilization charge that shall not exceed one hundred percent (100%) 
of the premium charged to the insurer in that year. The commissioner shall 
determine the amount of the charge from the appropriate factors of loss 
experience and risks associated with the plan of operation and the insurer. An 
insured who pays the stabilization charge shall not be required to pay any 
assessment to recoup a deficit in the plan incurred in any policy year for which 
the charge is paid. The plan of operation shall provide for the return to the 
insured so much of the insured’s payment as remains after all actual or 
potential liabilities under the policy have been discharged. 


History. 
Acts 1987, ch. 439, § 6. 


56-41-108. Stabilization reserve fund. 


(a) There is created a stabilization reserve fund, to be administered in 
accordance with procedures submitted by the association and approved by the 
commissioner. 

(b) Each policyholder shall pay to the association a stabilization reserve 
fund charge equal to one half (14) of each premium due for insurance issued by 
the association until the fund reaches a level deemed appropriate by the 
commissioner. The means of payment shall be set forth in the plan of operation 
and shall be separately stated in the policy. The association shall cancel the 
policy of any policyholder who fails to pay the stabilization reserve fund 
charge. 

(c) The moneys held in trust shall be used solely for the purpose of 
discharging when due any retrospective premium charges payable by policy- 
holders of the association under the group retrospective rating plan authorized 
by this chapter. Payment of retrospective premium charges shall be made by 
the board of directors upon certification to the board by the association of the 
amount due. 

(d) Any moneys remaining in the fund after all the retrospective premium 
charges have been paid shall be returned to policyholders under procedures 
authorized by the board of directors. 


History. Section to Section References. 
Acts 1987, ch. 489, § 7. This section is referred to in § 56-41-107. 


56-41-109. Powers and duties of association. 


(a) The association has, for the purposes of this section and to the extent 
approved by the commissioner, the general powers and authority granted 
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under the laws of this state to insurers authorized to ease property and 
casualty insurance as defined in § 56-41-101. 

(b) The association shall take any action to make available necessary 
property and casualty insurance, including, but not limited to: 

(1) Assessing participating insurers amounts necessary to pay the obliga- 
tions of the association, administrative expenses, the cost of examinations 
and other expenses authorized by this title. The assessment of each member 
insurer for the type of insurance designated in the plan shall be in the 
proportion that the net direct written premiums of the member insurer for 
the preceding calendar year bear to the net direct written premiums of all 
member insurers for the preceding calendar year. However, the basis for 
participation shall exclude those premiums that are used for participation 
ratios in other existing residual market mechanisms. A member insurer may 
not be assessed in any one (1) year an amount greater than five percent (5%) 
of the member insurer’s direct written premiums for the preceding calendar 
year. Each member insurer shall be allowed a premium tax credit at the rate 
of twenty percent (20%) per year for five (5) successive years following 
termination of the association; 

(2) Entering into contracts necessary or proper to carry out the purposes 
of this chapter; 

(3) Suing or being sued, including taking any legal action necessary to 
recover any assessments for, on behalf of, or against member insurers; 

(4) Investigating claims brought against the association and adjusting, 
compromising, settling, and paying covered claims to the extent of the 
association’s obligation and deny all other claims. The association may 
process claims through its employees or through one (1) or more member 
insurers or other persons designated as servicing facilities. Designation of a 
service facility is subject to approval of the commissioner; 

(5) Classifying risks as may be applicable and equitable; 

(6) Establishing appropriate rates, rate classifications, and rate adjust- 
ments, and filing the rates with the commissioner in accordance with this 
chapter; 

(7) Pooling risks among member insurers; 

(8) Issuing and marketing, through agents, policies of insurance provid- 
ing coverage required by this chapter in its own name or on behalf of the 
member insurers; 

(9) Administering separate pools, separate accounts, or other plans as 
may be deemed appropriate for separate insurers or groups of insurers; 

(10) Investing, reinvesting, and administering all funds and moneys held 
by the association; 

(11) Developing, effectuating, and promulgating any loss prevention pro- 
grams intended to serve the best interests of the association and the insuring 
public; 

(12) Operating and administering any combination of plans, pools, or 
other arrangements as deemed appropriate to best accomplish the fair and 
equitable operation of the association for the purposes of making available 
commercial insurance coverage; and 

(13) Any other action necessary or proper to effectuate the purposes of 
this chapter. 
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History. 
Acts 1987, ch. 489, § 8. 


56-41-110. Payment of fees and taxes by association. 


(a) The association shall be exempt from payment of all fees and all taxes 
levied by this state or any of its subdivisions, except taxes levied on real or 
personal property and as excepted in subsection (b). 

(b) Premium taxes shall apply to premiums received for insurance placed 
through the association. 


History. 
Acts 1987, ch. 439, § 9. 


56-41-111. Scope and types of voluntary plans. 


Insurers doing business in this state are authorized to prepare voluntary 
risk sharing or market assistance plans providing any specific kind, line or 
class of insurance coverage, or subdivision or combination of any specific kind, 
line or class of insurance coverage, for all or any part of the state in which the 
insurance is not readily available in the voluntary market and that the public 
interest requires to be available. Voluntary risk sharing or market assistance 
plans shall be submitted to the commissioner and may be put into operation 
only with the commissioner’s approval. If the commissioner finds that a 
voluntary risk sharing or market assistance plan would sufficiently provide 
essential insurance coverage, the commissioner may authorize formulation of 
the plans in lieu of establishing the association. 


History. Section to Section References. 
Acts 1987, ch. 439, § 10. This section is referred to in § 56-41-102. 


Cross-References. 
Voluntary plans authorized, § 56-41-102. 


56-41-112. Duration and effect of obligations and duties. 


All obligations and duties arising under the plan of operation and under 
policies issued by the association shall remain in full force and effect during 
their terms. 


History. 
Acts 1987, ch. 439, § 11. 


56-41-113. Immunity for good-faith statements and actions. 


There shall be no liability on the part of, and no cause of action of any nature 
shall arise against, the commissioner, or any of the commissioner’s staff, the 
association or its directors, agents or employees, or against any participating 
insurer because of any statements made or actions taken in good faith in 
connection with any inspections, examinations, hearings, reports, and commu- 
nications concerning the operation of this association. 


History. 
Acts 1987, ch. 489, § 12. 
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56-41-114. Examination of organizations. 


The commissioner shall make an examination as may be required into the 
affairs of any organization set up under this agreement at least once every five 
(5) years. The examination shall be conducted and the report filed in the 
manner prescribed for insurance companies in this title. The expenses of the 
examination shall be paid by the organization established under this chapter 
in the manner prescribed by this title. 


History. 
Acts 1987, ch. 489, § 13. 


CHAPTER 42 
LONG-TERM CARE INSURANCE ACT 


Section 

56-42-101. Short title. 

56-42-102. Purpose — Applicability. 
56-42-103. Chapter definitions. 

56-42-104. Policies issued in other states. 
56-42-105. Regulations and restrictions. 
56-42-106. [Repealed.] 

56-42-107. Incontestability period. 
56-42-108. Nonforfeiture benefits. 
56-42-109. Producer training requirements. 
56-42-110. Duties of commissioner — Rules and regulations. 
56-42-111. Penalties. 


56-42-101. Short title. 


This chapter shall be known and may be cited as the “Long-Term Care 
Insurance Act.” 


History. 
Acts 1988, ch. 873, § 3. 


56-42-102. Purpose — Applicability. 


(a) The purpose of this chapter is to promote the public interest, to promote 
the availability of long-term care insurance policies, to protect applicants for 
long-term care insurance, as defined, from unfair or deceptive sales or 
enrollment practices, to establish standards for long-term care insurance, to 
facilitate public understanding and comparison of long-term care insurance 
policies and to facilitate flexibility and innovation in the development of 
long-term care insurance coverage. 

(b) The requirements of this chapter apply to policies delivered or issued for 
delivery in this state on or after July 1, 2008. This chapter is not intended to 
supersede the obligations of entities subject to this chapter to comply with the 
substance of other applicable insurance laws insofar as they do not conflict 
with this chapter, except that laws and regulations designed and intended to 
apply to medicare supplement insurance Pras shall not be applied to 
long-term care insurance. 
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History. 
Acts 1988, ch. 873, 8§ 1, 2; 2008, ch. 1058, 
§ 1. 


56-42-103. Chapter definitions. 


As used in this chapter, unless the context otherwise requires: 

(1) “Applicant” means: 

(A) In the case of an individual long-term care insurance policy, the 
person who seeks to contract for benefits; and 

(B) In the case of a group long-term care insurance policy, the proposed 
certificate holder; 

(2) “Certificate” means any certificate issued under a group long-term 
care insurance policy, which policy has been delivered or issued for delivery 
in this state; 

(3) “Commissioner’® means the commissioner of commerce and insurance; 

(4) “Group long-term care insurance” means a long-term care insurance 
policy that is delivered or issued for delivery in this state and issued to: 

(A) One (1) or more employers or labor organizations, or to a trust or to 
the trustees of a fund established by one (1) or more employers or labor 
organizations, or a combination thereof, for employees or former employ- 
ees, or a combination of employees or former employees, or for members or 
former members, or a combination of members or former members, of the 
labor organizations; 

(B) Any professional, trade or occupational association for its members 
or former or retired members, or combination of former or retired 
members, if the association: 

(i) Is composed of individuals all of whom are or were actively 

engaged in the same profession, trade or occupation; and . 

(ii) Has been maintained in good faith for purposes other than 
obtaining insurance; 

(C)G) An association or a trust or the trustee or trustees of a fund 

established, created or maintained for the benefit of members of one (1) 

or more associations. Prior to advertising, marketing or offering the 

policy within this state, the association or associations, or the insurer of 
the association or associations, shall file evidence with the commissioner 
that the association or associations have at the outset a minimum of one 
hundred (100) persons and have been organized and maintained in good 
faith for purposes other than that of obtaining insurance, have been in 
active existence for at least one (1) year and have a constitution and 
bylaws that provide that: 
(a) The association or associations hold regular meetings not less 
than annually to further purposes of the members; 
(b) Except for credit unions, the association or associations collect 
dues or solicit contributions from members; and 
(c) The members have voting privileges and representation on the 
governing board and committees; 
(ii) Thirty (80) days after the filing, the association or associations 
will be deemed to satisfy the organizational requirements, unless the 
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commissioner makes a finding that the association or associations do not 
satisfy those organizational requirements; or ‘ 
(D) Agroup other than as described in subdivisions (4)(A)-(C), subject to 

a finding by the commissioner that: 

(i) The issuance of the group policy is not contrary to the best interest 
of the public; . 

(ii) The issuance of the group policy would result in economies of 
acquisition or administration; and 

(iii) The benefits are reasonable in relation to the premiums charged; 

(5) “Long-term care insurance” means any insurance policy or rider 
advertised, marketed, offered or designed to provide coverage for not less 
than twelve (12) consecutive months for each covered person on an expense 
incurred, indemnity, prepaid or other basis, for one (1) or more necessary or 
medically necessary diagnostic, preventive, therapeutic, rehabilitative, 
maintenance, or personal care services, provided in a setting other than an 
acute care unit of a hospital. “Long-term care insurance” includes group and 
individual annuities and life insurance policies or riders that provide 
directly or supplement long-term care insurance. “Long-term care insur- 
ance” also includes a policy or rider that provides for payment of benefits 
based upon cognitive impairment or the loss of functional capacity. “Long- 
term care insurance” includes group and individual policies or riders 
whether issued by insurers, fraternal benefit societies, nonprofit health, 
hospital, and medical service corporations, prepaid health plans, health 
maintenance organizations or any similar organization. “Long-term care 
insurance” does not include any insurance policy that is offered primarily to 
provide basic medicare supplement coverage, basic hospital expense cover- 
age, basic medical-surgical expense coverage, hospital confinement indem- 
nity coverage, major medical expense coverage, disability income protection 
coverage, accident only coverage, specified disease or specified accident 
coverage, or limited benefit health coverage; 

(6) “Policy” means any policy, contract, subscriber agreement, rider or 
endorsement delivered or issued for delivery in this state by an insurer, 
fraternal benefit society, nonprofit health, hospital or medical service corpo- 
ration, prepaid health plan, health maintenance organization or any similar 
organization; and 

(7)(A) “Qualified long-term care insurance contract” or “federally tax- 

qualified long-term care insurance contract” means an individual or group 

insurance contract that meets the requirements of § 7702(b) of the 

Internal Revenue Code of 1986 (26 U.S.C. § 7702(b)), as follows: 

(i) The only insurance protection provided under the contract is 
coverage of qualified long-term care services. A contract shall not fail to 
satisfy the requirements of this subdivision (7)(A)(i) by reason of 
payments being made on a per diem or other periodic basis without 
regard to the expenses incurred during the period to which the pay- 
ments relate; 

(ii) The contract does not pay or reimburse expenses incurred for 
services or items to the extent that the expenses are reimbursable under 
Title XVII of the Social Security Act (42 U.S.C. § 1391 et seq.), or would 
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be so reimbursable but for the application of a deductible or coinsurance 

amount. The requirements of this subdivision (7)(A)(ii) do not apply to 

expenses that are reimbursable under Title XVII of the Social Security 

Act only as a secondary payor. A contract shall not fail to satisfy the 

requirements of this subdivision (7)(A)(ii) by reason of payments being 

made on a per diem or other periodic basis without regard to the 
expenses incurred during the period to which the payments relate; 

Gi) The contract is guaranteed renewable, within the meaning of 
§ 7702B(b)(1)(C) of the Internal Revenue Code of 1986 (26 U.S.C 
§ 7702B(b)(1)(C)); 

(iv) The contract does not provide for a cash surrender value or other 
money that can be paid, assigned, pledged as collateral for a loan, or 
borrowed except as provided in subdivision (7)(A)(v); 

(v) All refunds of premiums, and all policyholder dividends or similar 
amounts, under the contract are to be applied as a reduction in future 
premiums or to increase future benefits, except that a refund on the 
event of death of the insured or a complete surrender or cancellation of 
the contract cannot exceed the aggregate premiums paid under the 
contract; and 

(vi) The contract meets the consumer protection provisions set forth 
in § 7702B(g) of the Internal Revenue Code of 1986 (26 U.S.C 
§ 7702B(g)). 

(B) “Qualified long-term care insurance contract” or “federally tax- 
qualified long term care insurance contract” also means the portion of a 
life insurance contract that provides long-term care insurance coverage by 
rider or as part of the contract and that satisfies the requirements of 
§ 7702B(b) and (e) of the Internal Revenue Code of 1986 (26 U.S.C 
§ 7702B(b) and (e)). 


History. Section to Section References. 
Acts 1988, ch. 873, § 4; 2008, ch. 1058, §§ 2, This section is referred to in §§ 56-12-204, 
3. 56-42-104, 56-42-105, 56-42-108, 56-61-1038. 


56-42-104. Policies issued in other states. 


No group long-term care insurance coverage may be offered to a resident of 
this state under a group policy issued in another state to a group described in 
§ 56-42-103(4)(D), unless this state or another state having statutory and 
regulatory long-term care insurance requirements substantially similar to 
those adopted in this state has made a determination that the requirements 
have been met. 


History. 
Acts 1988, ch. 873, § 5. 


56-42-105. Regulations and restrictions. 


(a) The commissioner shall adopt regulations that include standards for full 
and fair disclosure, setting forth the manner, content and required disclosures 
for the sale of long-term care insurance policies, terms of renewability, initial 
and subsequent conditions of eligibility, nonduplication of coverage provisions, 
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coverage of dependents, preexisting conditions, termination of insurance, 
continuation or conversion, probationary periods, limitations, exceptions, 
reductions, elimination periods, requirements for replacement, recurrent con- 
ditions and definitions of terms. 

(b) No long-term care insurance policy may: 

(1) Be cancelled, nonrenewed or otherwise terminated on the grounds of 
the age or the deterioration of the mental or physical health of the insured 
individual or certificate holder; 

(2) Contain a provision establishing a new waiting period in the event 
existing coverage is converted to or replaced by a new or other form within 
the same company, except with respect to an increase in benefits voluntarily 
selected by the insured individual or group policyholder; 

(3) Provide coverage for skilled nursing care only or provide significantly 
more coverage for skilled care in a facility than coverage for lower levels of 
care. This evaluation of the amount of coverage provided shall be based on 
aggregate days of care covered for lower levels of care when compared to 
days of care covered for skilled care; or 

(4) Require a policyholder to have received skilled care before coverage for 
intermediate care or custodial care begins. 

(c) Preexisting condition: 

(1) No long-term care insurance policy or certificate, other than a policy or 
certificate issued to a group as defined in § 56-42-103(4)(A), (B) or (C), shall 
use a definition of “preexisting condition” that is more restrictive than the 
following: “Preexisting condition” means a condition for which medical 
advice or treatment was recommended by, or received from, a provider of 
health care services, within six (6) months preceding the effective date 
coverage of an insured person; 

(2) No long-term care insurance policy or certificate other than a policy or 
certificate issued to a group as defined in § 56-42-103(4)(A), (B) or (C) may 
exclude coverage for a loss or confinement that is the result of a preexisting 
condition, unless the loss or confinement begins within six (6) months 
following the effective date of coverage of an insured person; 

(3) The commissioner may extend the limitation periods set forth in 
subdivisions (c)(1) and (2) as to specific age group categories in specific policy 
forms upon findings that the extension is in the best interest of the public; 
and 

(4) The definition of “preexisting condition” does not prohibit an insurer 
from using an application form designed to elicit the complete health history 
of an applicant, and, on the basis of the answers on that application, from 
underwriting in accordance with that insurer’s established underwriting 
standards. Unless otherwise provided in the policy or certificate, a preexist- 
ing condition, regardless of whether it is disclosed on the application, need 
not be covered until the waiting period described in subdivision (c)(2) 
expires. No long-term care insurance policy or certificate may exclude or use 
waivers or riders of any kind to exclude, limit or reduce coverage or benefits 
for specifically named or described preexisting diseases or physical condi- 
tions beyond the waiting period described in subdivision (c)(2). 

(d) Prior hospitalization/institutionalization: 


491 LONG-TERM CARE INSURANCE ACT 56-42-105 


(1) No long-term care insurance policy may be delivered or issued for 
delivery in this state if the policy: 

(A) Conditions eligibility for any benefits on a prior hospitalization 
requirement; 

(B) Conditions eligibility for benefits provided in an institutional care 
setting on the receipt of a higher level of institutional care; or 

(C) Conditions eligibility for any benefits other than waiver of pre- 
mium, post-confinement, post-acute care or recuperative benefits on a 
prior institutionalization requirement. 

(2) A long-term care insurance policy containing any limitations or 
conditions for eligibility other than those prohibited in subdivision (d)(1) 
shall clearly label in a separate paragraph of the policy or certificate entitled 
“Limitations or Conditions on Eligibility for Benefits” the limitations or 
conditions, including any required number of days of confinement. 

(A) A long-term care insurance policy containing a benefit advertised, 
marketed or offered as a home health care or home care benefit may not 
condition receipt of benefits on a prior institutionalization requirement. 

(B) A long-term care insurance policy that conditions eligibility of 
noninstitutional benefits on the prior receipt of institutional care shall not 
require a prior institutional stay of more than thirty (30) days from which 
benefits are paid. 

(C) No long-term care insurance policy or rider that provides benefits 
only following institutionalization shall condition the benefits upon ad- 
mission to a facility for the same or related conditions within a period of 
less than thirty (30) days after discharge from the institution. 

(e) The commissioner may adopt regulations establishing loss ratio stan- 
dards for long-term care insurance policies; provided, that a specific reference 
to long-term care insurance policies is contained in the regulation. 

(f) Right to return — free look: 

(1) Individual long-term care insurance policyholders have the right to 
return the policy within thirty (30) days of its delivery and to have the 
premium refunded if, after examination of the policy, the policyholder is not 
satisfied for any reason. Individual long-term care insurance policies shall 
have a notice prominently printed on the first page of the policy, or attached 
to the policy, stating in substance that the policyholder shall have the right 
to return the policy within thirty (30) days of its delivery and to have the 
premium refunded if, after examination of the policy, the policyholder is not 
satisfied for any reason. Upon return of the policy for cancellation, the 
company shall mail the premiums directly to the policyholder and shall not 
require the policyholder to meet with the agent to receive the refund; and 

(2) A person insured under a long-term care insurance policy issued 
pursuant to a direct response solicitation shall have the right to return the 
policy within thirty (30) days of its delivery and to have the premium 
refunded if, after examination, the insured person is not satisfied for any 
reason. Long-term care insurance policies issued pursuant to a direct 
response solicitation shall have a notice prominently printed on the first 
page, or attached to the first page, stating in substance that the insured 
person shall have the right to return the policy within thirty (30) days of its 
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delivery and to have the premium refunded if, after examination, the 
insured person is not satisfied for any reason. : 
(g) Outline of coverage: 

(1) An outline of coverage shall be delivered to a prospective applicant for 
long-term care insurance at the time of initial solicitation through means 
that prominently direct the attention of the recipient to the document and its 
purpose. 

(2) The commissioner shall prescribe a standard format, including style, 
arrangement and overall appearance and the content of an outline of 
coverage. 

(3)(A) In the case of agent solicitations, an agent must deliver the outline 

of coverage prior to the presentation of an application or enrollment form. 

(B) In the case of direct response solicitations, the outline of coverage 
must be presented in conjunction with the application or enrollment form. 

(C) In the case of a policy issued to a group defined in § 56-42-103(4)(A), 
an outline of coverage shall not be required to be delivered; provided, that 
the information described in subdivision (g)(4) is contained in other 
materials relating to enrollment. Upon request, these other materials 
shall be made available to the commissioner. 

(4) The outline of coverage shall include: 

(A) A description of the principal benefits and coverage provided in the 
policy; 

(B) A statement of the principal exclusions, reductions and limitations 
contained in the policy; 

(C) A statement of the terms under which the policy or certificate, or 
both, may be continued in force or discontinued, including any reservation 
in the policy of a right to change premiums. Continuation or conversion 
provisions of group coverage shall be specifically described; 

(D) A statement that the outline of coverage is a summary only, not a 
contract of insurance, and that the policy or group master policy contains 
governing contractual provisions; 

(EZ) A description of the terms under which the policy or certificate may 
be returned and premium refunded; 

(F) A brief description of the relationship of cost of care and benefits; 
and 

(G) A statement that discloses to the policyholder or certificate holder 
whether the policy is intended to be a federally tax-qualified long-term 
care insurance contract under § 7702B(b) of the Internal Revenue Code of 
1986 (26 U.S.C. § 7702B(b)). 

(h) Acertificate issued pursuant to a group long-term care insurance policy, 
which policy is delivered or issued for delivery in this state shall include: 

(1) A description of the principal benefits and coverage provided in the 
policy; 

(2) A statement of the principal exclusions, reductions and limitations 
contained in the policy; and 

(3) A statement that the group master policy determines governing 
contractual provisions. 

(i) If an application for a long-term care insurance contract or certificate is 


493 LONG-TERM CARE INSURANCE ACT 96-42-105 


approved, the issuer shall deliver the contract or certificate of insurance to the 
applicant no later than thirty (30) days after the date of approval. 

(j) At the time of the policy delivery, a policy summary shall be delivered for 
an individual life insurance policy that provides long-term care benefits within 
the policy or by rider. In the case of direct response solicitations, the insurer 
shall deliver the policy summary upon the applicant’s request, but regardless 
of request shall make delivery no later than at the time of policy delivery. In 
addition to complying with all applicable requirements, the summary shall 
also include: 

(1) An explanation of how the long-term care benefit interacts with other 
components of the policy, including deductions from death benefits; 
(2) An illustration of the amount of benefits, the length of benefit, and the 
guaranteed lifetime benefits, if any, for each covered person; 
(3) Any exclusions, reductions and limitations on benefits of long-term 
care; 
(4) A statement that no long-term care inflation protection option is 
available under the policy; 
(5) If applicable to the policy type, the summary shall also include: 
(A) Adisclosure of the effects of exercising other rights under the policy; 
(B) A disclosure of guarantees related to long-term care costs of insur- 
ance charges; and 
(C) Current and projected maximum lifetime benefits; and 
(6) The provisions of the policy summary listed in subdivisions (j)(1)-(5) 
may be incorporated into a basic illustration, or into the life insurance policy 
summary, which is required to be delivered in accordance with rules 
promulgated by the commissioner. 

(k) Any time a long-term care benefit, funded through a life insurance 
vehicle by the acceleration of the death benefit, is in benefit payment status, a 
monthly report shall be provided to the policyholder. The report shall include: 

(1) Any long-term care benefits paid out during the month; 

(2) An explanation of any changes in the policy, e.g. death benefits or cash 
values, due to long-term care benefits being paid out; and 

(3) The amount of long-term care benefits existing or remaining. 

(1) If a claim under a long-term care insurance contract is denied, the issuer 
shall, within sixty (60) days of the date of a written request by the policyholder 
or certificate holder, or a representative of the policyholder or certificate 
holder: 

(1) Provide a written explanation of the reasons for the denial; and 
(2) Make available all information directly related to the denial. 

(m) Any policy or rider advertised, marketed or offered as long-term care or 
nursing home insurance shall comply with this chapter. 

(n) In addition to any other requirements under this chapter, the commis- 
sioner may require by rule that other information be given to the prospective 
applicant for long-term care insurance at the time of initial solicitation or 
thereafter. 


History. 
Acts 1988, ch. 873, § 6; 1990, ch. 799, §§ 1, 2; 
2008, ch. 1058, §§ 4-8. 
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56-42-106. [Repealed.] 


Compiler’s Notes. pealed by Acts 2008, ch. 1058, § 9, effective 
Former § 56-42-106 (Acts 1988, ch. 873,§ 7), July 1, 2008. 
concerning administrative procedures, was re- 


56-42-107. Incontestability period. 


(a) For a policy or certificate that has been in force for less than six (6) 
months, an insurer may rescind a long-term care insurance policy or certificate 
or deny an otherwise valid long-term care insurance claim upon a showing of 
misrepresentation that is material to the acceptance for coverage. 

(b) For a policy or certificate that has been in force for at least six (6) months 
but less than two (2) years, an insurer may rescind a long-term care insurance 
policy or certificate or deny an otherwise valid long-term care insurance claim 
upon a showing of misrepresentation that is both material to the acceptance 
for coverage and that pertains to the condition for which benefits are sought. 

(c) After a policy or certificate has been in force for two (2) years, it is not 
contestable upon the grounds of misrepresentation alone. The policy or 
certificate may be contested only upon a showing that the insured knowingly 
and intentionally misrepresented relevant facts relating to the insured’s 
health. : 

(d)(1) A long-term care insurance policy or certificate may be field issued if 

the compensation to the field issuer is not based on the number of policies or 

certificates issued. 

(2) For purposes of subdivision (d)(1), “field issued” means a policy or 
certificate issued by a producer or a third-party administrator pursuant to 
the underwriting authority granted to the producer or third party adminis- 
trator by an insurer and using the insurer’s underwriting guidelines. 

(e) If an insurer has paid benefits under the long-term care insurance policy 
or certificate, the benefit payments may not be recovered by the insurer in the 
event that the policy or certificate is rescinded. 

(f) In the event of the death of the insured, this section shall not apply to the 
remaining death benefit of a life insurance policy that accelerates benefits for 
long-term care. In this situation, the remaining death benefits under these 
policies shall be governed by § 56-7-2307(3). In all other situations, this 
section shall apply to life insurance policies that accelerate benefits for 
long-term care. 


History. 
Acts 2008, ch. 1058, § 10. 


- §6-42-108. Nonforfeiture benefits. 


(a) Except as provided in subsection (b), a long-term care insurance policy 
may not be delivered or issued for delivery in this state unless the policyholder 
or certificate holder has been offered the option of purchasing a policy or 
certificate including a nonforfeiture benefit. The offer of a nonforfeiture benefit 
may be in the form of a rider that is attached to the policy. In the event the 
policyholder or certificate holder declines the nonforfeiture benefit, the insurer 
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shall provide a contingent benefit upon lapse that shall be available for a 
specified period of time following a substantial increase in premium rates. 

(b) When a group long-term care insurance policy is issued, the offer 
required in subsection (a) shall be made to the group policyholder; however, if 
the policy is issued as group long-term care insurance as defined in § 56-42- 
103(4)(D), including a continuing care retirement community or other similar 
entity, the offering shall be made to each proposed certificate holder. 

(c) The commissioner shall promulgate regulations specifying the type or 
types of nonforfeiture benefits to be offered as part of long-term care insurance 
policies and certificates, the standards for nonforfeiture benefits, and the rules 
regarding contingent benefit upon lapse, including a determination of the 
specified period of time during which a contingent benefit upon lapse will be 
available and the substantial premium rate increase that triggers a contingent 
benefit upon lapse as described in subsection (a). 


History. 
Acts 2008, ch. 1058, § 11. 


56-42-109. Producer training requirements. 


(a)(1) An individual may not sell, solicit or negotiate long-term care insur- 
ance unless the individual is licensed as an insurance producer for accident 
and health or sickness or life and has completed a one-time, eight-hour 
training course. A person currently authorized to sell long-term care insur- 
ance may continue to sell the long-term care insurance after July 1, 2008, as 
long as the person completes a one-time, eight-hour training course by or 
before July 1, 2009. 

(2) The training requirements of subsection (b) may be approved as 

continuing education courses under § 56-6-107(c) and any rules promul- 
gated under § 56-6-107(c). 
(b)(1) Continuing education, as established by rule, may be required of all 
licensed producers who sell, solicit or negotiate long-term care insurance; 
provided, that they are not otherwise exempt from continuing education 
pursuant to § 56-6-107(c). 

(2) The training required under subdivision (b)(1) shall consist of topics 
related to long-term care insurance, long-term care services and, if appli- 
cable, qualified state long-term care insurance partnership programs, in- 
cluding, but not limited to: 

(A) State and federal regulations and requirements and the relation- 
ship between qualified state long-term care insurance partnership pro- 
grams and other public and private coverage of long-term care services, 
including medicaid; 

(B) Available long-term services and providers; 

(C) Changes or improvements in long-term care services or providers; 

(D) Alternatives to the purchase of private long-term care insurance; 

(E) The effect of inflation on benefits and the importance of inflation 
protection; and 

(F) Consumer suitability standards and guidelines. 

(3) The training required by this section shall not include training that is 
insurer or company product specific or that includes any sales or marketing 


56-42-110 INSURANCE 496 


information, materials or training, other than those required by state or 
federal law. : 
(c)(1) Insurers subject to this chapter shall: 

(A) Obtain verification that a producer receives training as required by 
subdivisions (a)(1) and (b)(1) prior to selling, soliciting or negotiating the 
insurer’s long-term care insurance products; 

(B) Maintain a record of such verification subject to the state’s record 
retention requirements; and 

(C) Make the record available to the commissioner upon request. 

(2) Insurers subject to this chapter shall maintain records with respect to 
the training of its producers concerning the distribution of its partnership 
policies that will allow the department to provide assurance to the state 
medicaid agency that producers have received the training contained in 
subdivision (b)(2)(A) as required by subdivision (a)(1), and that producers 
have demonstrated an understanding of the partnership policies and their 
relationship to public and private coverage of long-term care, including 
medicaid, in this state. These records shall be maintained in accordance with 
the state’s record retention requirements and shall be made available to the 
commissioner upon request. 

(d) The satisfaction of these training requirements in any state shall be 
deemed to satisfy the training requirements in this state. 


History. 
Acts 2008, ch. 1058, § 12. 


56-42-110. Duties of commissioner — Rules and regulations. 


The commissioner shall issue reasonable regulations for the administration 
and enforcement of this chapter, including, but not limited to, rules to promote 
premium adequacy and to protect the policyholder in the event of substantial 
rate increases, and to establish minimum standards for producer education, 
marketing practices, producer compensation, producer testing, penalties and 
reporting practices for long-term care insurance. 


History. 
Acts 2008, ch. 1058, § 138. 


56-42-111. Penalties. 


In addition to any other penalties provided by the laws of this state, any 
insurer and any producer found to have violated any requirement of this state — 
relating to the regulation of long-term care insurance or the marketing of 
long-term care insurance shall be subject to a civil penalty of up to three (3) 
times the amount of any commissions paid for each policy involved in the 
violation or up to ten thousand dollars ($10,000), whichever is greater. 


History. 
Acts 2008, ch. 1058, § 15. 
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CHAPTER 43 
TENNESSEE LEGAL INSURANCE ACT 


Section 

56-43-101. 
56-43-102. 
56-43-103. 
56-43-104. 
56-43-105. 
56-43-106. 


Short title. 
Construction — Legislative intent. 
Chapter definitions. 


paid. 
56-43-107. 
56-43-108. 
56-43-109. 
56-43-110. 
56-43-111. 
56-43-112. 
56-43-1138. 
56-43-114. 
56-43-115. 
56-43-116. 
56-43-117. 
56-43-118. 


Reports by insurers. 
Reserves. 

Investments. 

Applicability of other laws. 
Rules and regulations. 
Examinations. 


Fees. 

Premiums. 

Public documents. 
Penalties. 


56-43-101. Short title. 


Certificate of authority — Required — Application. 
Certificate of authority — Issuance — Duration. 
Policies — Certificates of coverage — Forms — Rates — Schedule of compensation 


Exclusive agency or management contracts. 


Suspension, revocation or refusal to renew certificates. 


This chapter shall be known and may be cited as the “Tennessee Legal 


Insurance Act.” 


History. 
Acts 1989, ch. 428, § 24. 


Compiler’s Notes. 

Acts 1989, ch. 423, § 23 provides that any 
person transacting the business of legal insur- 
ance as of January 1, 1990, shall submit an 
application for a certificate of authority under 


§ 56-43-104 within 90 days of January 1, 1990, 
and that applicant may continue to operate 
until the commissioner acts upon the applica- 
tion. In the event the application is denied 
under § 56-43-105, the applicant shall be 
treated as a legal insurer whose certificate of 
authority has been revoked. 


56-43-102. Construction — Legislative intent. 


This chapter shall be interpreted liberally in order to: 

(1) Encourage the development of effective and economically sound meth- 
ods for making legal services more readily available; 

(2) Protect the interests of the users of legal services and of the public of 
this state with a minimum of restrictions on experimentation with new 
forms of organization, administration, or benefits; 

(3) Seek to have the risk inherent in experimentation borne by the 
promoters of new plans rather than by the consumers; 

(4) Permit and encourage the providing of legal services through persons 
other than professional insurers subject to practical and reasonable financial 


and regulatory requirements; 


(5) Permit and encourage fair and effective competition among the vari- 
ous systems of financing legal services; and 

(6) Maintain a high level of quality and conformity to professional 
insurers subject to practical and reasonable financial and regulatory re- 


quirements. 
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History. 
Acts 1989, ch. 428, § 1. 


Section to Section References. 
Sections 56-43-102 — 56-43-107 are referred 
to in § 56-43-111. 


56-43-103. Chapter definitions. 


As used in this chapter, unless the context otherwise requires: 
(1) “Commissioner” means the commissioner of commerce and insurance; 
(2) “Contractual obligation” in subdivision (4)(A) includes any arrange- 
ment in which those persons for whom services are to be provided under the 
arrangement have reasonable expectations of enforceable rights; 
(3) “Insurer” means any person who obtains a certificate of authority 
under this chapter; 
(4)(A) “Legal insurance” means the assumption of a contractual obligation 
to provide specified legal services or reimbursement for legal expenses in 
consideration of a specified payment for an interval of time, regardless of 
whether the payment is made by the beneficiaries individually or by a 
third person for them, in such a manner that the total cost incurred by 
assuming the obligation is to be spread directly or indirectly among a 
group of persons; 
(B) “Legal insurance” does not include the provision of or reimburse- 
ment for legal services incidental to other insurance coverages; and 
(C) The following are not considered “legal insurance” under the insur- 
ance laws of this state: 

(i) Retainer contracts and contingent fee contracts made with indi- 
vidual clients with the fees based on estimates of the nature and amount 
of services that will be provided to the specific client and similar 
contracts made with a group of clients involved in the same or closely 
related legal matters, such as class actions; 

(ii) Legal services provided by unions or employee associations to 
their members in matters relating to employment or occupation; 

(iii) Legal services provided by an agency of the federal or state 
government or subdivision thereof to its employees; or 

(iv) Services of a lawyer referral service operated, sponsored or 
approved by a bar association representative of the general bar of the 
geographical area in which the association exists; and 

(5) “Person” means any natural or artificial person including, but not 
limited to, an individual, partnership, association, trust or corporation. 


History. 
Acts 1989, ch. 423, § 2. 


Section to Section References. 
Sections 56-43-102 — 56-43-107 are referred 
to in § 56-43-111. 


56-43-104. Certificate of authority — Required — Application. 


(a)(1) No person may transact the business of legal insurance in this state 
without first obtaining a certificate of authority: 
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(A) Under this chapter; or 
(B) Under the general laws pertaining to insurance. 

(2) Any person may apply to the commissioner for, and obtain, a certificate 
of authority to transact the business of legal insurance in compliance with 
this chapter. This section does not by itself enlarge the powers of any 
corporation given by its articles of incorporation or charter, but does 
authorize a corporation formed under the general business, insurance or 
general nonprofit corporation laws of this state to include in its powers the 
authority to transact legal insurance. 

(3) Any application shall be in a form prescribed by the commissioner. If 
the applicant is not domiciled in this state, the application must be 
accompanied by a power of attorney duly executed by the applicant appoint- 
ing the commissioner, and duly authorized deputies, as the true and lawful 
attorneys of the applicant in and for this state, upon whom all lawful process 
in any legal action or proceeding against the applicant on a cause of action 
arising in this state may be served. 

(b) This chapter does not apply to any person issuing group, blanket or 


franchise policies if fewer than ten percent (10%) of the certificate holders or 
insureds reside in this state and the person is regulated to a comparable extent 
by another state in which a larger number of certificate holders or insureds 


reside. 


History. 
Acts 1989, ch. 423, § 3. 


Compiler’s Notes. 

Acts 1989, ch. 423, § 23 provides that any 
person transacting the business of legal insur- 
ance as of January 1, 1990, shall submit an 
application for a certificate of authority under 
this section within 90 days of January 1, 1990, 
and that applicant may continue to operate 


until the commissioner acts upon the applica- 
tion. In the event the application is denied 
under § 56-43-105, the applicant shall be 
treated as a legal insurer whose certificate of 
authority has been revoked. 


Section to Section References. 
Sections 56-43-102 — 56-43-107 are referred 
to in § 56-43-111. 


56-43-105. Certificate of authority — Issuance — Duration. 


(a) Upon receipt of an application for a certificate of authority, the commis- 
sioner shall issue a certificate pursuant to this chapter upon payment of the 
application fee prescribed in § 56-43-115, if the commissioner is satisfied that 


the following conditions are met: 


(1) The persons responsible for the conduct of the affairs of the applicant 
are competent, trustworthy and of good reputation; 

(2) The applicant demonstrates the willingness and ability to assure that 
the promised benefits can be provided. In making this determination, the 
commissioner shall consider so far as applicable: 

(A) The adequacy of capital and surplus considered in relation to the 


other items in this subsection (a); 


(B) Any agreement with lawyers for the provision of legal services; 
(C) The financial soundness of the applicant’s arrangements for legal 
services and the schedule of rates proposed to be used in connection with 


the arrangements; 


(D) Any agreement with another person authorized under this chapter, 
an insurer licensed under the general insurance law to do business in this 
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state to provide reinsurance, or an agency of the federal or state govern- 
ment for insuring the payment of the cost of legal services or the provision 
for automatic applicability of an alternative coverage in the event the 


insurer is unable to perform its obligations; 

(E) Any surety bond or deposit of cash or securities as a guarantee that 
the obligations will be duly performed; and 

(F) If the applicant is licensed as an insurer under other insurance 
laws, whether the applicant has complied with the requirements of those 


laws. 


(b) A certificate of authority shall be perpetual and shall continue in force 
unless there are grounds for suspension or revocation. 


History. 
Acts 1989, ch. 423, § 4. 


Compiler’s Notes. 

Acts 1989, ch. 423, § 23 provides that any 
person transacting the business of legal insur- 
ance as of January 1, 1990, shall submit an 
application for a certificate of authority under 
§ 56-43-104 within 90 days of January 1, 1990, 
and that applicant may continue to operate 
until the commissioner acts upon the applica- 
tion. In the event the application is denied 


56-43-106. Policies — Certificates 


under this section, the applicant shall be 
treated as a legal insurer whose certificate of 
authority has been revoked. 


Cross-References. 
Suspension, revocation or refusal to renew 
certificates of authority, § 56-43-114. 


Section to Section References. 

Sections 56-43-102 — 56-43-107 are referred 
to in § 56-43-111. 

This section is referred to in § 56-43-108. 


of coverage — Forms — Rates — 


Schedule of compensation paid. 


(a)(1) Each contractual obligation for legal insurance shall be evidenced by 
a policy or master policy. Legal insurance may be written on an individual, 
group, blanket or franchise basis. Each person insured under a group policy 
must be issued a certificate of coverage. No legal insurance policy or 
certificate of any kind may be issued or delivered in this state unless and 
until a copy of the form of the policy or certificate has been filed with the 


commissioner and approved. 


(2) The forms must meet the following requirements: 

(A) Policies must contain a detailed list and description of the legal 
services promised or the legal matters for which expenses are to be 
reimbursed and the amount of reimbursement; 

(B) Policies and certificates must indicate prominently the name of the 
insurer and the full address of its principal place of business; and 

(C) Certificates issued under group policies may summarize the terms 
of the master contract but must contain a full and clear statement of the © 


benefits provided. 


(3) The commissioner may disapprove a form if it is found that it: 

(A) Does not meet the requirements of subdivision (a)(2); 

(B) Is unfair, unfairly discriminatory, misleading, obscure or encour- 
ages misrepresentation or misunderstanding of the contract, including 


cases where the form: 


(i) Provides coverage or benefits that are too restricted to achieve the 
purposes for which the policy is designed; 
(ii) Fails to attain a reasonable degree of readability, simplicity and — 
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conciseness; or 
(iii) Is misleading, deceptive or obscure because of its physical as- 
pects, such as format, typography, style, color, material or organization; 

(C) Provides coverage or benefits or contains other provisions that 
would endanger the financial soundness of the insurer; or 

(D) Is contrary to law. 

(b)(1) Rate filing or rate review requirements shall be the same as those for 

personal risk insurance in chapter 5, part 3 of this title. 

(2) The rates must meet the following requirements: 

(A) They must be established and justified in accordance with generally 
accepted insurance principles, including, but not limited to, the experience 
or judgment of the insurer making the rate filing or actuarial computa- 
tions; 

(B) They may not be excessive, inadequate or unfairly discriminatory. 
Rates are not unfairly discriminatory because they are averaged broadly 
among persons insured under group, franchise or blanket policies; and 

(C) The commissioner may by written order suspend or modify the 
requirement of filing for any risk, group or class of risk, the rates for which 
cannot practically be filed before they are used. 

(c) If the commissioner determines that any form reviewed under subsection 
(a) and any schedule of rates reviewed under subsection (b) complies with the 
requirements of this section, the commissioner shall approve, within thirty 
(30) days, which may be extended for an additional thirty (30) days by notice 
in writing to the person making the filing prior to the expiration of the first 
thirty (30) days. If disapproving a filing, the commissioner shall notify the 
person making it in writing specifying the reasons for the disapproval. A 
hearing shall be granted within thirty (30) days after a request in writing by 
_ any person aggrieved by the decision of the commissioner. If the commissioner 
does not disapprove a form or schedule of rates within thirty (30) days of the 
filing or an extension of the form or schedule, it shall be deemed approved. The 
commissioner may, after notice and hearing, disapprove any rate that has been 
previously approved or deemed approved. 

(d) Any schedule of compensation paid either directly to lawyers or to 
beneficiaries as reimbursement of costs incurred for covered legal services 
shall be filed with the commissioner within thirty (30) days after its use. 

(e) The commissioner may require the submission of whatever relevant 
information is reasonably necessary in determining whether to approve or 
disapprove a filing made pursuant to subsection (a), (b) or (d). 


History. 
Acts 1989, ch. 423, § 5. 


Section to Section References. 
Sections 56-43-102 — 56-43-107 are referred 
to in § 56-43-111. 


56-43-107. Exclusive agency or management contracts. 


(a) No insurer may enter into any exclusive agency contract or management 
contract unless the contract is first filed with the commissioner and not 
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disapproved under this section within thirty (30) days after filing, or a 
reasonable extended period as the commissioner may specify by notice within 
the thirty (30) days. 

(b) The commissioner shall disapprove a contract under subsection (a) if the 
commissioner finds that: 

(1) It subjects the insurer to excessive charges; 

(2) The contract extends for an unreasonable period of time; 

(3) The contract does not contain fair and adequate standards of 
performance; 

(4) The persons empowered under the contract to manage the insurer are 
not sufficiently trustworthy, competent, experienced and free from conflict of 
interest to manage the insurer with due regard for the interests of its 
insureds, creditors or the public; or 

(5) The contract contains provisions that impair the interests of the 
insurer’s insureds or creditors of the public in this state. 


History. 
Acts 1989, ch. 423, § 6. 


Section to Section References. 
Sections 56-43-102 — 56-43-107 are referred 
to in § 56-43-111. 


56-43-108. Reports by insurers. 


An insurer shall annually, on or before March 1, file with the commissioner 
a report verified by at least two (2) principal officers. The report shall be on 
forms prescribed by the commissioner and shall include: 
(1) A financial statement of the insurer’s legal insurance business 
including: 
(A) Its balance sheet; and 
(B) Its receipts and disbursements for the preceding year; 
(2) Any material changes in the information submitted pursuant to 
§ 56-43-105; 
(3) Such information about the number of persons protected and termi- 
nated as may be prescribed by the commissioner; and 
(4) Such other information relating to the performance of the insurer as is 
necessary to enable the commissioner to carry out the commissioner’s duties 
under this chapter. | 


History. Section to Section References. 
Acts 1989, ch. 423, § 7. This section is referred to in § 56-2-305. 


56-43-109. Reserves. 


(a) An insurer must maintain the reserves necessary for the sound opera- 
tion of the business, including unearned premium reserves. The amount and 
manner of calculating these reserves shall be determined by rule by the 
commissioner in accordance with § 56-43-112. 

(b) In establishing and enforcing reserve requirements, the commissioner 
shall prescribe and allow a reasonable phase-in period prior to mandating full 
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compliance with the reserve requirements by any person transacting the 
business of legal insurance on January 1, 1990. 


History. 
Acts 1989, ch. 423, § 8. 


56-43-1100. Investments. 


The investable funds generated through the transaction of the business of 
legal insurance by persons who are not licensed to transact other lines of 
insurance shall be invested in securities or other investments permitted by the 
laws of this state for the investment of assets of life insurance. 


History. 
Acts 1989, ch. 423, § 9. 


56-43-111. Applicability of other laws. 


(a) The Tennessee Consumer Protection Act, compiled in title 47, chapter 18, 
applies to persons transacting the business of legal insurance, except as is 
inconsistent with this chapter. 

(b) The Uniform Insurers Rehabilitation and Liquidation Act of this title, 
shall apply to a person transacting the business of legal insurance under this 
chapter. 

(c) Subject to this chapter, §§ 56-2-107 and 56-2-111 apply to persons 
transacting the business of legal insurance. 

(d) The insurance law applies generally to legal insurance offered by 
insurers licensed to write other kinds of insurance; provided, that legal 
insurance sold by the insurers under a certificate of authority obtained under 
this chapter shall be regulated by §§ 56-43-102 — 56-43-107, 56-43-112 and 
56-43-116 instead of corresponding sections of the insurance code. 

(e)(1) Orders or rules or regulations of the commissioner issued under this 

chapter shall be subject to the general insurance laws and/or the Uniform 

Administrative Procedures Act, compiled in title 4, chapter 5, relating to 

hearings and appeals. 

(2) Except as otherwise provided in this chapter, the general insurance 
law does not apply to insurers authorized under this chapter. 


History. section, was repealed in 1991 and a new ch. 9 
Acts 1989, ch. 423, §§ 10, 14, 19-21. enacted by Acts 1991, ch. 142, § 4. 
Compiler’s Notes. 


Former ch. 9 of this title, referred to in this 


56-43-112. Rules and regulations. 


(a) The commissioner may promulgate in accordance with the Uniform 
Administrative Procedures Act, compiled in title 4, chapter 5, reasonable rules 
as are necessary or proper to carry out this chapter. 

(b) The commissioner may, in accordance with subsection (a), promulgate 
reasonable rules and regulations to provide for the licensing of agents. 
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History. 
Acts 1989, ch. 423, §§ 11, 15. ‘ 


Section to Section References. 
This section is referred to in §§ 56-43-109, 
56-43-111. 


56-43-113. Examinations. 


(a) The commissioner shall make an examination of the affairs of any 
insurer as often as the commissioner deems it necessary for the protection of 
the interests of the people of this state. 

(b) The provisions concerning financial valuations and examinations of 
companies, compiled in chapter 1, part 4 of this title, apply to examinations 
conducted under this chapter. 


History. 
Acts 1989, ch. 423, § 12. 


56-43-114. Suspension, revocation or refusal to renew certificates. 


The commissioner may suspend, revoke or refuse to renew any certificate of 
authority to a person transacting the business of legal insurance under this 
chapter pursuant to chapters 1, 2 and 8 of this title. 


History. 
Acts 1989, ch. 423, § 13. 


56-43-115. Fees. 


Every person subject to this chapter shall pay to the commissioner the fees 
required by chapter 4 of this title. 


History. Section to Section References. 
Acts 1989, ch. 4238, § 16. This section is referred to in § 56-43-105. 


56-43-116. Premiums. 


Legal insurance premiums are taxed at the rate of two and one half percent 
(2.5%). 


History. Section to Section References. 
Acts 1989, ch. 423, § 17. This section is referred to in § 56-43-111. 


56-43-117. Public documents. 


All applications, filings, and reports required under this chapter shall be 
treated as public documents. 


History. 
Acts 1989, ch. 423, § 18. 


56-43-118. Penalties. 
The penalty provisions set out in this title shall apply. 
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History. 
Acts 1989, ch. 423, § 22. 


Compiler’s Notes. 
Acts 1989, ch. 423, § 23 provided that any 
person transacting the business of legal insur- 
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56-44-102 


§ 56-43-104 within 90 days of January 1, 1990, 
and that applicant may continue to operate 
until the commissioner acts upon the applica- 
tion. In the event the application is denied 
under § 56-43-105, the applicant shall be 


treated as a legal insurer whose certificate of 


ance as of January 1, 1990, shall submit an 
authority has been revoked. 


application for a certificate of authority under 


CHAPTER 44 


FILINGS WITH NATIONAL ASSOCIATION OF 
INSURANCE COMMISSIONERS 


Section 

56-44-101. Applicability. 

56-44-102. Insurers — Duty to file copy of annual statement convention blank with National 
Association of Insurance Commissioners. 

56-44-103. National Association of Insurance Commissioners (NAIC) — Limitation of liability. 

56-44-104. Failure by insurer to file annual statement — Penalty. 


56-44-101. Applicability. 


This chapter applies to all domestic, foreign and alien insurers who are 
authorized to transact business in this state. 


History. 
Acts 1991, ch. 142, § 5. 


56-44-102. Insurers — Duty to file copy of annual statement conven- 
tion blank with National Association of Insurance Com- 
missioners. 


(a)(1) Each domestic, foreign and alien insurer who is authorized to transact 
insurance in this state shall annually, on or before March | of each year, file 
with the National Association of Insurance Commissioners (NAIC), and pay 
the fee established by the NAIC for filing, reviewing or processing of the 
information, a copy of its annual statement convention blank, together with 
the additional filings as prescribed by the commissioner for the preceding 
year. 

(2) The information filed with the NAIC shall be in the same format and 
scope as that required by the commissioner of commerce and insurance and 
shall include the signed jurat page and the actuarial certification. Any 
amendments and addenda to the annual statement filing subsequently filed 
with the commissioner shall also be filed with the NAIC. Each insurer doing 
business in more than one (1) state, and any other insurers as required by 
the commissioner, shall also file with the NAIC annual and quarterly 
financial statement information in computer readable format as required by 
the insurance regulatory information system. 

(b) Foreign insurers that are domiciled in a state that has a law substan- 
tially similar to subsection (a) shall be deemed in compliance with this section. 


History. 
Acts 1991, ch. 142, § 5; 1995, ch. 3638, § 6. 
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56-44-103. National Association of Insurance Commissioners (NAIC) 


— Limitation of liability. 


In the absence of actual malice, members of the NAIC, their duly authorized 
committees, subcommittees and task forces, their delegates, NAIC employees 
and all others charged with the responsibility of collecting, reviewing, analyz- 
ing and disseminating the information developed from the filing of the annual 
statement convention blanks shall be acting as agents of the commissioner 
under the authority of this chapter, and shall not be subject to civil liability for 
libel, slander or any other cause of action by virtue of their collection, review, 
and analysis or dissemination of the data and information collected from the 


filings required under this chapter. 


History. 


Acts 1991, ch. 142, § 5. 


56-44-104. Failure by insurer to file annual statement — Penalty. 


The commissioner may suspend, revoke or refuse to renew the certificate of 
authority of any insurer failing to file its annual statement when due, or within 
any extension of time that the commissioner, for good cause, may have granted. 


History. 


Acts 1991, ch. 142, § 5. 


Section to Section References. 
This section is referred to in § 56-2-305. 


CHAPTER 45 


RISK RETENTION GROUPS AND PURCHASING 


Section 


56-45-101. 
56-45-102. 
56-45-103. 


56-45-104. 
56-45-105. 


56-45-106. 
56-45-1077. 
56-45-108. 
56-45-109. 
56-45-110. 
56-45-111. 
56-45-112. 


56-45-113. 
56-45-114. 


GROUPS 


Purpose. 
Chapter definitions. 
Risk retention groups — Permitted liability insurance — Plan of operation or 
feasibility study — Application for charter — Contents — Governance standards. 
Out-of-state risk retention groups — Requirements for doing business in Tennessee — 
Documents filed with the commissioner — Compliance with laws — Prohibited acts. 

Insurance insolvency guaranty fund — Covered risks — Loss or expense apportion- 
ment mechanisms. 

Countersignature. 

Purchasing group and insurers subject to laws of this state — Exemptions. 

Purchasing groups —- Requirements for doing business in this state. 

Purchasing groups — Restrictions — Disclosure requirements. 

Premium taxes — Rate — Entity responsible for payment. 

Commissioner — Power to enforce laws. 

Persons who may solicit, procure or negotiate liability insurance coverage for risk 
retention groups and purchasing groups — Agents or brokers — Notice. 

Federal district courts — Orders enforceable in this state. 

Commissioner’s authority to promulgate rules and regulations. 


56-45-101. Purpose. 


The purpose of this chapter is to regulate the formation and/or operation of 


risk retention groups and purchasing groups in this state formed pursuant to 
the federal “Liability Risk Retention Act of 1986” (“RRA 1986”) (15 U.S.C. 
§ 3901 et seq.), to the extent permitted by such law. 
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History. reference to the Risk Retention Amendment of 
Acts 1991, ch. 142, § 6. 1986, codified at 15 U.S.C. § 3901 et seq. 
Compiler’s Notes. Section to Section References. 


The Liability Risk Retention Act of 1986, This chapter is referred to in § 56-13-116. 
referred to in this section, is apparently a 


56-45-102. Chapter definitions. 


As used in this chapter, unless the context otherwise requires: 

(1) “Commissioner” means the commissioner of commerce and insurance 
or the commissioner, director or superintendent of insurance in any other 
state; 

(2) “Completed operations liability” means liability arising out of the 
installation, maintenance, or repair of any product at a site that is not owned 
or controlled by: 

(A) Any person who performs that work; or 

(B) Any person who hires an independent contractor to perform that 
work, but includes liability for activities that are completed or abandoned 
before the date of the occurrence giving rise to the liability; 

(3) “Domicile”, for purposes of determining the state in which a purchas- 
ing group is domiciled, means: 

(A) For a corporation, the state in which the purchasing group is 
incorporated; and 

(B) For an unincorporated entity, the state of its principal place of 
business; 

(4) “Hazardous financial condition” means that, based on its present or 
reasonably anticipated financial condition, a risk retention group, although 
not yet financially impaired or insolvent, is unlikely to be able to: 

(A) Meet obligations to policyholders with respect to known claims and 
reasonably anticipated claims; or 

(B) Pay other obligations in the normal course of business; 

(5) “Insurance” means primary insurance, excess insurance, reinsurance, 
surplus lines insurance and any other arrangement for shifting and distrib- 
uting risk that is determined to be insurance under the laws of this state; 

(6) “Liability”: 

(A) Means legal liability for damages, including costs of defense, legal 
costs and fees, and other claims expenses, because of injuries to other 
persons, damage to their property, or other damage or loss to other persons 
resulting from or arising out of: 

(i) Any business, whether profit or nonprofit, trade, product, services, 
including professional services, premises or operations; or 

(ii) Any activity of any state or local government, or any agency or 
political subdivision of state or local government; and 

(B) Does not include personal risk liability and an employer’s liability 
with respect to its employees other than legal liability under the federal 
Employers’ Liability Act (45 U.S.C. § 51 et seq.); 

(7) “Personal risk liability” means liability for damages because of injury 
to any person, damage to property, or other loss or damage resulting from 
any personal, familial or household responsibilities or activities, rather than 
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from responsibilities or activities referred to in subdivision (6); 

(8) “Plan of operation or a feasibility study” means an analysis that 
presents the expected activities and results of a risk retention group 
including, at a minimum: 

(A) Information sufficient to verify that its members are engaged in 
businesses or activities similar or related with respect to the liability to 
which the members are exposed by virtue of any related, similar or 
common business, trade, product, services, premises or operations; 

(B) For each state in which it intends to operate, the coverages, 
deductibles, coverage limits, rates, and rating classification systems for 
each line of insurance the group intends to offer; 

(C) Historical and expected loss experience of the proposed members 
and national experience of similar exposures to the extent that this 
experience is reasonably available; 

(D) Pro forma financial statements and projections; 

(KE) Appropriate opinions by a qualified, independent casualty actuary, 
including a determination of minimum premium or participation levels 
required to commence operations and to prevent a hazardous financial 
condition; 

(F) Identification of management, underwriting and claims procedures, 
marketing methods, managerial oversight methods, investment policies or 
reinsurance agreements; 

(G) Identification of each state in which the risk retention group has 
obtained, or sought to obtain, a charter and license, and a description of its 
status in each such state; and 

(H) Other matters that may be prescribed by the commissioner of the 
state in which the risk retention group is chartered for liability insurance 
companies authorized by the insurance laws of that state; 

(9) “Product liability” means liability for damages because of any personal 
injury, death, emotional harm, consequential economic damage, or property 
damage, including damages resulting from the loss of use of property, arising 
out of the manufacture, design, importation, distribution, packaging, label- 
ing, lease or sale of a product, but does not include the liability of any person 
for those damages if the product involved was in the possession of the person 
when the incident giving rise to the claim occurred; 

(10) “Purchasing group” means any group that: 

(A) Has as one (1) of its purposes the purchase of liability insurance on 
a group basis; 

(B) Purchases the insurance only for its group members and only to 
cover the group member’s similar or related liability exposure, as de- 
scribed in subdivision (10)(C); 

(C) Is composed of members whose businesses or activities are similar 
or related with respect to the liability to which members are exposed by 
virtue of any related, similar, or common business, trade, product, ser- 
vices, premises, or operations; and 

(D) Is domiciled in any state; 

(11) “Risk retention group” means any corporation or other limited 
liability association: 
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(A) Whose primary activity consists of assuming and spreading all, or 
any portion, of the liability exposure of its group members; 

(B) That is organized for the primary purpose of conducting the activity 
described under subdivision (11)(A); 

(C) That: 

(i) Is chartered and licensed as a liability insurance company and 
authorized to engage in the business of insurance under the laws of any 
state; or 

(ii) Before January 1, 1985, was chartered or licensed and authorized 
to engage in the business of insurance under the laws of Bermuda or the 
Cayman Islands and, before that date, had certified to the insurance 
commissioner of at least one (1) state that it satisfied the capitalization 
requirements of that state, except that the group shall be considered to 
be a risk retention group only if it has been engaged in business 
continuously since such date, and only for the purpose of continuing to 
provide insurance to cover product liability or completed operations 
hability, as the terms were defined in the Product Liability Risk 
Retention Act of 1981 (15 U.S.C. § 3901 et seq.), before the date of the 
enactment of the Liability Risk Retention Act of 1986 (15 U.S.C. § 3901 
et seq.); 

(D) That does not exclude any person from membership in the group 
solely to provide for members of the group a competitive advantage over 
such a person; 

(E) That has: 

(i) As its owners only persons who comprise the membership of the 
risk retention group and who are provided insurance by the group; or 

(ii) As its sole owner an organization that has as: 

(a) Its members only persons who comprise the membership of the 
risk retention group; and 

(b) Its owners only persons who comprise the membership of the 
risk retention group and who are provided insurance by the group; 

(F) Whose members are engaged in businesses or activities similar or 
related with respect to the liability of which the members are exposed by 
virtue of any related, similar or common business trade, product, services, 
premises or operations; 

(G) Whose activities do not include the provision of insurance other 
than: 

(i) Liability insurance for assuming and spreading all or any portion 
of the liability of its group members; and 

(ii) Reinsurance with respect to the liability of any other risk reten- 
tion group, or any members of the other group, that is engaged in 
businesses or activities so that the group or member meets the require- 
ment described in subdivision (11)(F) from membership in the risk 
retention group that provides the reinsurance; and 
(H) The name of which includes the phrase “Risk Retention Group”; and 

(12) “State” means any state of the United States or the District of 
Columbia. 
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History. 
Acts 1991, ch. 142, § 6. 


Compiler’s Notes. 

The Product Liability Risk Retention Act of 
1981, referred to in this section, is codified at 15 
U.S.C. § 3901 et seq. The reference to the date 
of the enactment of the Liability Risk Retention 


INSURANCE 


510 


Act of 1986 is apparently a reference to the date 
of enactment, October 27, 1986, of Pub. L. No. 
99-563, known as the Risk Retention Amend- 
ment of 1986. 


Section to Section References. 
This section is referred to in §§ 56-45-104, 
56-45-108. 


56-45-103. Risk retention groups — Permitted liability insurance — 
Plan of operation or feasibility study — Application for 
charter — Contents — Governance standards. 


(a) Arisk retention group shall, pursuant to this chapter, be chartered and 
licensed to write only liability insurance pursuant to this chapter and, except 
as provided elsewhere in this chapter, must comply with all of the laws, rules, 
regulations and requirements applicable to the insurers chartered and li- 
censed in this state and with § 56-45-104, to the extent the requirements are 
not a limitation on laws, rules, regulations or requirements of this state. 

(b) Before it may offer insurance in any state, each risk retention group 
shall also submit for approval to the commissioner a plan of operation or 
feasibility study. The risk retention group shall submit an appropriate revision 
in the event of any subsequent material change in any item of the plan of 
operation or feasibility study, within ten (10) days of the change. The group 
shall not offer any additional kinds of liability insurance, in this state or in any 
other state, until a revision of the plan or study is approved by the commis- 
sioner. 

(c)(1) At the time of filing its application for a charter, the risk retention 

group shall provide to the commissioner in summary form the following 

information: 

(A) The identity of the initial members of the group; 

(B) The identity of those individuals who organized the group or who 
will provide administrative services or otherwise influence or control the 
activities of the group; 

(C) The amount and nature of initial capitalization; 

(D) The coverages to be afforded; and 

(EK) The states in which the group intends to operate. 

(2) Upon receipt of this information, the commissioner shall forward the 
information to the National Association of Insurance Commissioners. 

(3) Providing notification to the National Association of Insurance Com- 
missioners is in addition to, and does not suffice as, satisfying the require- 
ments of § 56-45-104 or any other sections of this chapter. 

(d) Governance Standards For Risk Retention Groups. Within one (1) 
year of April 7, 2016, existing risk retention groups shall ensure compliance 
with the following governance standards. Risk retention groups that are 
licensed on or after April 7, 2016, shall be in compliance with the following 
standards at the time of licensure: 

(1)(A) The board of directors of the risk retention group shall have a | 

majority of independent directors. If the risk retention group is a recipro- 

cal, then the attorney-in-fact would be required to adhere to the same 
standards regarding independence of operation and governance as im- | 
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posed on the risk retention group’s board of directors/subscribers advisory 

committee under the standards set out in this subsection (d); and, to the 

extent permissible under state law, service providers of a reciprocal risk 
retention group should contract with the risk retention group and not the 
attorney-in-fact; 

(B) No director qualifies as “independent” unless the board of directors 
affirmatively determines that the director has no material relationship 
with the risk retention group. Each risk retention group shall disclose 
these determinations to its domestic regulator, at least annually. For 
purposes of this subdivision (d)(1)(B), any person who is a direct or indirect 
owner of or subscriber in the risk retention group (or is an officer, director, 
or employee of such an owner and insured, unless some other position of 
such officer, director, or employee constitutes a material relationship), as 
contemplated by 15 U.S.C. § 3901(a)(4)(E)(ii) of the Liability Risk Reten- 
tion Act, is considered to be “independent;” 

(2) Service Provider Contracts. 

(A) The term of any material service provider contract with the risk 
retention group shall not exceed five (5) years. Any such contract, or its 
renewal, shall require the approval of the majority of the risk retention 
group’s independent directors. The risk retention group’s board of direc- 
tors shall have the right to terminate any service provider, audit or 
actuarial contract at any time for cause after providing adequate notice 
pursuant to the terms of the contract. The service provider contract is 
deemed material if the amount to be paid for such contract is greater than 
or equal to five percent (5%) of the risk retention group’s annual gross 
written premium or two percent (2%) of its surplus, whichever is greater; 

(B) No service provider contract constituting a material relationship 
shall be entered into unless the risk retention group has notified the 
commissioner in writing of its intention to enter into such transaction at 
least thirty (30) days prior to entering into the proposed transaction and 
the commissioner has not disapproved it within such period; 

(3) Written Policy. The risk retention group’s board of directors shall 
adopt a written policy in the plan of operation as approved by the board that 
requires the board to: 

(A) Assure that all owner and insureds of the risk retention group 
receive evidence of ownership interest; 

(B) Develop a set of governance standards applicable to the risk 
retention group; 

(C) Oversee the evaluation of the risk retention group’s management, 
including, but not limited to, the performance of the captive manager, 
managing general underwriter or other party or parties responsible for 
underwriting, determination of rates, collection of premium, adjusting or 
settling claims, or the preparation of financial statements; 

(D) Review and approve the amount to be paid to material service 
providers; and 

(E) Review and approve, at least annually: 

(i) The risk retention group’s goals and objectives relevant to the 
compensation of officers and service providers; 
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(ii) The officers’ and service providers’ performance in accordance 
with those goals and objectives; and 

(iii) The continued engagement of the officers and material service 
providers; 

(4) Audit Committee. 

(A) The risk retention group shall have an audit committee composed of 
at least three (3) independent board members. A non-independent board 
member may participate in the activities of the audit committee, if invited 
by the members, but cannot be a member of such committee; 

(B) The audit committee shall have a written charter that defines the 
committee’s purpose, which, at a minimum, must be to: 

(i) Assist board oversight of the: 

(a) Integrity of the risk retention group’s financial statements; 

(b) Compliance with legal and regulatory requirements; and 

(c) Qualifications, independence, and performance of the indepen- 
dent auditor and actuary; 

(ii) Discuss the annual audited financial statements and quarterly 
financial statements with management; 

Gii) Discuss the annual audited financial statements with the inde- 
pendent auditor and, if advisable, discuss quarterly financial state- 

' ments with the independent auditor; 

(iv) Discuss policies with respect to risk assessment and risk 
management; 

(v) Meet separately and periodically, either directly or through a 
designated representative of the committee, with management and 
independent auditors; 

(vi) Review with the independent auditor any audit problems or © 
difficulties and management’s response; 

(vii) Set clear hiring policies of the risk retention group regarding the 
hiring of employees or former employees of the independent auditor; 

(viii) Require the external auditor to rotate the lead (or coordinating) 
audit partner having primary responsibility for the risk retention 
group’s audit as well as the audit partner responsible for reviewing that 
audit so that neither individual performs audit services for a particular 
risk retention group for more than five (5) consecutive fiscal years; and 

(ix) Report regularly to the board of directors; 

(C) The domestic regulator may waive the requirement to establish an 
audit committee composed of independent board members if the risk 
retention group is able to demonstrate to the domestic regulator that it is 
impracticable to do so and the risk retention group’s board of directors — 
itself is otherwise able to accomplish the purposes of an audit committee, 
as described in subdivision (d)(4)(B); 

(5) Governance Standards. The board of directors shall adopt gover- 
nance standards and shall make such standards available electronically, 
including, but not limited to, posting such information on the risk retention 
group's web site, or by other means, and provide such information to 
members/insureds upon request. Governance standards shall include: 

(A) The process by which the directors are elected by the owner and 
insureds; 
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(B) Director qualification standards; 

(C) Director responsibilities; 

(D) Director access to management and, as necessary and appropriate, 
independent advisors; 

(E) Director compensation; 

(F) Director orientation and continuing education; 

(G) Management succession policies and procedures; and 

(H) The policies and procedures that are followed for annual perfor- 
mance evaluation of the board; 

(6) Business Conduct and Ethics. The board of directors shall adopt 
and disclose a code of business conduct and ethics for directors, officers and 
employees and promptly disclose to the board of directors any waivers of the 
code for directors or executive officers. The code shall address the following 
topics: 

(A) Conflicts of interest; 

(B) Matters subject to the corporate opportunities doctrine under the 
group’s state of domicile; 

(C) Confidentiality; 

(D) Fair dealing; 

(E) Protection and proper use of risk retention group assets; 

(F) Compliance with all applicable laws, rules, and regulations; and 

(G) Mandatory reporting of any illegal or unethical behavior which 
affects the operation of the risk retention group; 

(7) The captive manager, president, or chief executive officer of the risk 
retention group shall promptly notify the domestic regulator in writing if 
either becomes aware of any material noncompliance with any of these 
governance standards; and 

(8) For purposes of this subsection (d): 

(A) “Board of directors” or “board” means the governing body of the risk 
retention group elected by the owners and insureds to establish policy, 
elect or appoint officers and committees, and make other governing 
decisions; 

(B) “Director” means a natural person designated in the formation 
documents of the risk retention group, or designated, elected or appointed 
by any other manner, name or title to act as a director; 

(C) “Material relationship” includes, but is not limited to: 

(i) The receipt, in any twelve-month period, of compensation or 
payment of any other item of value by a person, a member of the person’s 
immediate family or any business with which the person is affiliated 
from the risk retention group, or a consultant or service provider to the 
risk retention group that is greater than or equal to five percent (5%) of 
the risk retention group’s gross written premium for such twelve-month 
period or two percent (2%) of its surplus, whichever is greater, as 
measured at the end of any fiscal quarter falling in such twelve-month 
period. Such person or the person’s immediate family member shall not 
be independent until one (1) year after the person’s compensation from 
the risk retention group falls below the threshold; 

(ii) In regards to a relationship with an auditor, a director or an 
immediate family member of a director who is affiliated with or 
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employed in a professional capacity by a present or former internal or 
external auditor of the risk retention group is not independent until one 
(1) year after the end of the affiliation, employment, or auditing 
relationship; or 
(iii) In regards to a relationship with a related entity, a director or 
immediate family member of a director who is employed as an executive 
officer of another company where any of the risk retention group’s 
present executives serve on that other company’s board of directors is © 
not independent until one (1) year after the end of such service or the 
employment relationship; and 
(D) “Service providers” includes captive managers, auditors, accoun- 
tants, attorneys, actuaries, investment advisors, managing general under- 
writers or other parties responsible for underwriting, determination of 
rates, collection of premium, adjusting and settling claims, or the prepa- 
ration of financial statements. Any reference to attorneys in this subdivi- 
sion (d)(8)(D) does not include defense counsel retained by the risk 
retention group to defend claims, unless the amount of fees paid to such 
attorneys are material as referenced in subdivision (d)(8)(C). 


History. Effective Dates. 
Acts 1991, ch. 142, § 6; 1993, ch. 253, § 10; Acts 2016, ch. 735, § 10. April 7, 2016. 


2016; ch.\735; Set, 
Section to Section References. 


Amendments. This section is referred to in § 56-45-104. 
The 2016 amendment added (d). 


56-45-104. Out-of-state risk retention groups — Requirements for do- 
ing business in Tennessee — Documents filed with the 
commissioner — Compliance with laws — Prohibited acts. 


(a) Risk retention groups chartered and licensed in states other than this 
state, and seeking to do business as a risk retention group in this state, shall 
comply with the laws of this state as follows: 

(1) Before offering insurance in this state, a risk retention group shall 
submit to the commissioner: 

(A) A statement identifying the state or states in which the risk 
retention group is chartered and licensed as a liability insurance company, 
charter date, its principal place of business, and other information, 
including information on its membership, the commissioner may require 
to verify that the risk retention group is qualified under § 56-45-102(11); 
and 

(B) A copy of its plan of operations or feasibility study and revisions of 
the plan or study submitted to the state in which the risk retention group 
is chartered and licensed; provided, that the provision relating to the 
submission of a plan of operation or feasibility study shall not apply with 
respect to any line or classification of liability insurance that was: 

(i) Defined in the Product Liability Risk Retention Act of 1981 (15 

U.S.C. § 3901 et seq.), before October 27, 1986; and 

(ii) Offered before October 27, 1986, by any risk retention group that 
had been chartered and operating for not less than three (3) years before 
that date; 
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(2) The risk retention group shall submit a copy of any material revision 
to its plan of operation or feasibility study required by § 56-45-103(b) within 
thirty (30) days of the date of the approval of such revision by the 
commissioner of its chartering state, or if no such approval is required, 
within thirty (30) days of the filing; and 

(3) Astatement of registration, for which a filing fee shall be determined 
by the commissioner, that designates the commissioner as its agent for the 
purpose of receiving service of legal documents or process. 

(b) Any risk retention group doing business in this state shall submit to the 
commissioner: | 

(1) A copy of the group’s financial statement submitted to the state in 
which the risk retention group is chartered and licensed, which shall be 
certified by an independent public accountant and contain a statement of 
opinion on loss and loss adjustment expense reserves made by a member of 
the American Academy of Actuaries or a qualified loss reserve specialist 
under criteria established by the National Association of Insurance 
Commissioners; 

(2) A copy of each examination of the risk retention group as certified by 
the commissioner or public official conducting the examination; 

(3) Upon request by the commissioner, a copy of any information or 
document pertaining to any outside audit performed with respect to the risk 
retention group; and 

(4) Other information that may be required to verify its continuing 

qualification as a risk retention group under § 56-45-102(11). 
(c)(1) Each risk retention group is liable for the payment of premium taxes 
and taxes on premiums of direct business for risks resident or located within 
this state, and shall report to the commissioner the net premiums written for 
risks resident or located within this state. The risk retention group is subject 
to taxation, and any applicable fines and penalties related to the taxation, on 
the same basis as a foreign admitted insurer. 

(2) To the extent licensed agents or brokers are utilized pursuant to 
§ 56-45-112, they shall report to the commissioner the premiums for direct 
business for risks resident or located within this state that the licensees 
have placed with, or on behalf of, a risk retention group not chartered in this 
state. 

(3) To the extent that insurance agents or brokers are utilized pursuant to 
§ 56-45-112, the agent or broker shall keep a complete and separate record 
of all policies procured from each such risk retention group, which record 
shall be open to examination by the commissioner upon request. These 
records shall, for each policy and each kind of insurance provided under the 
policy, include: 

(A) The limit of liability; 
(B) The time period covered; 
(C) The effective date; 
(D) The name of the risk retention group that issued the policy; 
(E) The gross premium charged; and 
(F) The amount of return premiums, if any. 
(d) Any risk retention group, its agents and representatives shall comply 
with the Unfair Claims Settlement Practices Act, compiled in § 56-8-104. 
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(e) Any risk retention group shall comply with § 56-8-104, regarding 
deceptive, false or fraudulent acts or practices. If the commissioner seeks an 
injunction regarding the conduct, the injunction must be obtained from a court 
of competent jurisdiction. 

(f) Any risk retention group must submit to an examination by the commis- 
sioner to determine its financial condition, if the commissioner of the jurisdic- 
tion in which the group is chartered and licensed has not initiated an 
examination or does not initiate an examination within sixty (60) days after a 
request by the commissioner of commerce and insurance. The examination 
shall be coordinated to avoid unjustified repetition, and conducted in an 
expeditious manner and in accordance with the National Association of 
Insurance Commissioners (NAIC) examiner handbook. 

(g) Every application form for insurance from a risk retention group, and 
every policy, on its front and declaration pages, issued by a risk retention 
group, shall contain in ten (10) point type the following notice: 


NOTICE 


This policy is issued by your risk retention group. Your risk retention 
group may not be subject to all of the insurance laws and regulations of 
your state. State insurance insolvency guaranty funds are not available 
for your risk retention group. 

(h) The following acts by a risk retention group are prohibited: 

(1) The solicitation or sale of insurance by a risk retention group to any 
person who is not eligible for membership in the group; and 

(2) The solicitation or sale of insurance by, or operation of, a risk retention 
group that is in hazardous financial condition or financially impaired. 

(i) No risk retention group is allowed to do business in this state if an 
insurance company is directly or indirectly a member or owner of the risk 
retention group, other than in the case of a risk retention group all of whose 
members are insurance companies. 

(j) The terms of any insurance policy issued by any risk retention group 
shall not provide, or be construed to provide, coverage prohibited generally by 
statutes of this state or declared unlawful by the highest court of the state 
whose law applies to the policy. 

(k) Arisk retention group not chartered in this state and doing business in 
this state shall comply with a lawful order issued in a voluntary dissolution 
proceeding or in a delinquency proceeding commenced by a state insurance 
commissioner if there has been a finding of financial impairment after an 
examination under subsection (f). 

(1) A risk retention group that violates this chapter will be subject to fines 
and penalties, including revocation of its right to do business in this state, 
applicable to licensed insurers generally. 


History. Amendments. 
Acts 1991, ch. 142, § 6; 2016, ch. 735, § 2. The 2016 amendment rewrote (a)(2), which 
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read: “The risk retention group shall submit a Section to Section References. 

copy of any revision to its plan of operation or This section is referred to in §§ 56-45-103, 
feasibility study required by § 56-45-103(b) at 56-45-112. 

the same time that the revision is submitted to 

the commissioner of its chartering state; and”. 


Effective Dates. 
Acts 2016, ch. 735, § 10. April 7, 2016. 


56-45-105. Insurance insolvency guaranty fund — Covered risks — 
Loss or expense apportionment mechanisms. 


(a) No risk retention group is required or permitted to join or contribute 
financially to any insurance insolvency guaranty fund, or similar mechanism, 
in this state, nor shall any risk retention group, or its insureds or claimants 
against its insureds, receive any benefit from any such fund for claims arising 
under the insurance policies issued by the risk retention group. 

(b) When a purchasing group obtains insurance covering its members’ risks 
from an insurer not authorized in this state or a risk retention group, the risks, 
wherever resident or located, shall not be covered by any insurance guaranty 
fund or similar mechanism in this state. 

(c) When a purchasing group obtains insurance covering its members’ risks 
from an authorized insurer, only risks resident or located in this state shall be 
covered by the state guaranty fund subject to § 56-12-111. 

(d) Notwithstanding § 56-41-105 to the contrary, the commissioner may 
require a risk retention group to participate, or exempt a risk retention group 
from participation, in any mechanism established or authorized under the law 
of this state for the equitable apportionment among insurers of liability 
insurance losses and expenses incurred on policies written through the 
mechanism, and the risk retention group shall submit sufficient information to 
the commissioner to enable the commissioner to apportion on a nondiscrimi- 
natory basis the risk retention group’s proportionate share of the losses and 
expenses. 


History. 
Acts 1991, ch. 142, § 6. 


56-45-106. Countersignature. 


A policy of insurance issued to a risk retention group, or any member of that 
group, shall not be required to be countersigned. 


History. 
Acts 1991, ch. 142, § 6. 


56-45-107. Purchasing group and insurers subject to laws of this state 
— Exemptions. 


A purchasing group and its insurer or insurers are subject to all applicable 
laws of this state, except that a purchasing group and its insurer or insurers 
are exempt, in regard to liability insurance for the purchasing group, from any 
law that would: 

(1) Prohibit the establishment of a purchasing group; 
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(2) Make it unlawful for an insurer to provide or offer to provide insurance 
on a basis providing, to a purchasing group or its members, advantages 
based on their loss and expense experience not afforded to other persons 
with respect to rates, policy forms, coverages or other matters; 

(3) Prohibit a purchasing group or its members from purchasing insur- 
ance on a group basis described in subdivision (2); 

(4) Prohibit a purchasing group from obtaining insurance on a group basis 
because the group has not been in existence for a minimum period of time or 
because any member has not belonged to the group for a minimum period of 
time; 

(5) Require that a purchasing group have a minimum number of mem- 
bers, common ownership or affiliation, or certain legal form; 

(6) Require that a certain percentage of a purchasing group obtain 
insurance on a group basis; 

(7) Otherwise discriminate against a purchasing group or any of its 
members; or 

(8) Require that any insurance policy issued to a purchasing group or any 
of its members be countersigned by an insurance agent or broker residing in 
this state. 


History. 
Acts 1991, ch. 142, § 6. 


56-45-108. Purchasing groups — Requirements for doing business in 
this state. 


(a) A purchasing group that intends to do business in this state shall, prior 
to doing business, furnish notice to the commissioner, which notice shall: 

(1) Identify the state in which the group is domiciled; 

(2) Identify all other states in which the group intends to do business; 

(3) Specify the lines and classifications of liability insurance that the 
purchasing group intends to purchase; 

(4) Identify the insurance company or companies from which the group 
intends to purchase its insurance and the domicile of the company; 

(5) Specify the method by which, and the person or persons, if any, 
through whom insurance will be offered to its members whose risks are 
resident or located in this state; 

(6) Identify the principal place of business of the group; and 

(7) Provide other information that may be required by the commissioner 
to verify that the purchasing group is qualified under § 56-45-102(10). 

(b) A purchasing group shall, within ten (10) days, notify the commissioner 
of any changes in any of the items set forth in subsection (a). 

(c) The purchasing group shall register with and designate the commis- © 
sioner, or other appropriate authority, as its agent, solely for the purpose of | 
receiving service of legal documents or process, for which a filing fee shall be | 
determined by the commissioner, except that the requirements do not apply in | 
the case of a purchasing group that only purchases insurance that was | 
authorized under the federal Products Liability Risk Retention Act of 1981 (15 _ 
U.S.C. § 3901 et seq.), and: 

(1) That in any state of the United States: | 
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(A) Was domiciled before April 1, 1986; and 

(B) Is domiciled on and after October 27, 1986; 
(2) That: 

(A) Before October 27, 1986, purchased insurance from an insurance 
carrier licensed in any state; and 

(B) Since October 27, 1986, purchased its insurance from an insurance 
carrier licensed in any state; or 
(3) That was a purchasing group under the requirements of the Product 

Liability Risk Retention Act of 1981 (15 U.S.C. § 3901 et seq.), before 

October 27, 1986. 

(d) Each purchasing group that is required to give notice pursuant to 
subsection (a) shall also furnish such information as may be required by the 
commissioner to: 

(1) Verify that the entity qualifies as a purchasing group; 
(2) Determine where the purchasing group is located; and 
(3) Determine appropriate tax treatment. 


History. 
Acts 1991, ch. 142, § 6. 


56-45-109. Purchasing groups — Restrictions — Disclosure require- 
ments. 


(a) A purchasing group may not purchase insurance from a risk retention 
group that is not chartered in a state or from an insurer not admitted in this 
state, unless the purchase is effected through a licensed agent or broker acting 
pursuant to the surplus lines laws and regulations of this state. 

(b) A purchasing group that obtains liability insurance from an approved 
surplus lines insurer in this state or a risk retention group shall inform each 
of the members of the group that have a risk resident or located in this state 
that the risk is not protected by an insurance insolvency guaranty fund in this 
state, and that the risk retention group or the insurer may not be subject to all 
insurance laws and regulations of this state. 

(c) No purchasing group may purchase insurance providing for a deductible 
or self-insured retention applicable to the group as a whole. Coverage may 
provide for a deductible or self-insured retention applicable to individual 
members. 

(d) Purchases of insurance by purchasing groups are subject to the same 
standards regarding aggregate limits that are applicable to all purchases of 
group insurance. 


History. Section to Section References. 
Acts 1991, ch. 142, § 6. This section is referred to in § 56-45-112. 


56-45-110. Premium taxes — Rate — Entity responsible for payment. 


Premium taxes and taxes on premiums paid for coverage of risks resident or 
located in this state by a purchasing group or any members of the purchasing 
groups shall be: 
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(1) Imposed at the same rate and subject to the same interest, fines and 
penalties as applicable to premium taxes and taxes on premiums paid for 
similar coverage from a similar insurance source by other insureds; and 

(2) Paid first by the insurance source, and, if not by the source, by the 
agent or broker for the purchasing group, and, if not by the agent or broker, 
then by the purchasing group, and, if not by the purchasing group, then by 
each of its members. 


History. 
Acts 1991, ch. 142, § 6. 


56-45-111. Commissioner — Power to enforce laws. 


The commissioner is authorized to make use of any of the powers established 
under the insurance code of this state to enforce the laws of this state not 
specifically preempted by the Risk Retention Act of 1986, including the 
commissioner’s administrative authority to investigate, issue subpoenas, con- 
duct depositions and hearings, issue orders, impose penalties and seek 
injunctive relief. With regard to any investigation, administrative proceedings 
or litigation, the commissioner can rely on the procedural laws of this state. 
The injunctive authority of the commissioner, in regard to risk retention 
groups, is restricted by the requirement that any injunction be issued by a 
court of competent jurisdiction. 


History. 1986 in this section is apparently a reference to 
Acts 1991, ch. 142, § 6. Pub. L. No. 99-563, known as the Risk Reten- 
tion Amendment of 1986, codified at 15 U.S.C. 


Compiler’s Notes. § 3901 et seq. 


The reference to the Risk Retention Act of 


56-45-112. Persons who may solicit, procure or negotiate liability 
insurance coverage for risk retention groups and purchas- 
ing groups — Agents or brokers — Notice. 


(a) No person, firm, association or corporation shall act or aid in any manner 
in soliciting, negotiating or procuring liability insurance in this state from a 
risk retention group unless the person, firm, association or corporation is 
licensed as an insurance agent or broker in accordance with chapter 6 of this 
title. 

(b)(1) No person, firm, association or corporation shall act or aid in any 
manner in soliciting, negotiating or procuring liability insurance in this 
state for a purchasing group from an authorized insurer or a risk retention 
group chartered in a state unless the person, firm, association or corporation 
is licensed as an insurance agent or broker in accordance with chapter 6 of 
this title. 

(2) No person, firm, association or corporation shall act or aid in any 
manner in soliciting, negotiating or procuring liability insurance coverage in 
this state for any member of a purchasing group under a purchasing group’s 
policy unless the person, firm, association or corporation is licensed as an 
insurance agent or broker in accordance with chapter 6 of this title. 

(3) No person, firm, association or corporation shall act or aid in any 
manner in soliciting, negotiating or procuring liability insurance from an 
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approved surplus lines insurer on behalf of a purchasing group located in 

this state unless the person, firm, association or corporation is licensed as a 

surplus lines agent or an excess line broker in accordance with chapter 14 of 

this title. 

(c) For purposes of acting as an agent or broker for a risk retention group or 
purchasing group pursuant to subsections (a) and (b), the requirement of 
residence in this state does not apply. 

(d) Every person, firm, association or corporation licensed pursuant to 
chapter 6 of this title, on business placed with risk retention groups or written 
through a purchasing group, shall inform each prospective insured of the 
notice required by § 56-45-104(g), in the case of a risk retention group, and 
§ 56-45-109(b), in the case of a purchasing group. 


History. Section to Section References. 
Acts 1991, ch. 142, § 6. This section is referred to in § 56-45-104. 


56-45-113. Federal district courts — Orders enforceable in this state. 


An order issued by any district court of the United States enjoining a risk 
retention group from soliciting or selling insurance, or operating in any state, 
or in all states or in any territory or possession of the United States, upon a 
finding that the risk retention group is in hazardous financial or financially 
impaired condition, is enforceable in the courts of this state. 


History. 
Acts 1991, ch. 142, § 6. 


56-45-114. Commissioner’s authority to promulgate rules and regula- 
tions. 


The commissioner is authorized to promulgate, and from time to time 
amend, rules and regulations relating to risk retention groups as may be 
necessary or desirable to carry out this chapter. The rules and regulations shall 
be promulgated in accordance with the Uniform Administrative Procedures 
Act, compiled in title 4, chapter 5. 


_ History. 
Acts 1991, ch. 142, § 6; 1993, ch. 253, § 11. 
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PART 1 


RISK-BASED CAPITAL FOR INSURERS ACT 


56-46-101. Short title. 


This part shall be known and may be cited as the “Risk-Based Capital for 
Insurers Act.” 


History. 


Acts 1996, ch. 750, § 2; 2014, ch. 559, § 2. 


Section to Section References. 
This chapter is referred to in § 56-2-210. 


56-46-102. Part definitions. 


As used in this part, unless the context otherwise requires: 

(1) “Adjusted RBC Report” means an RBC report that has been adjusted 
by the commissioner in accordance with § 56-46-103(e); 

(2) “Corrective order” means an order issued by the commissioner speci- 
fying corrective actions that the commissioner has determined are required; 

(3) “Domestic insurer” means any insurance company domiciled in 
Tennessee; 

(4) “Foreign insurer” means any insurance company that is licensed to do 
business in Tennessee under this title but is not domiciled in Tennessee; 

(5) “Life and/or health insurer” means any insurance company licensed 
for those lines in Tennessee, or a property and casualty insurer writing only 
accident and health insurance; 

(6) “NAIC” means the National Association of Insurance Commissioners; 

(7) “Negative trend” means, with respect to a life and/or health insurer, 
negative trend over a period of time, as determined in accordance with the 
“Trend Test Calculation” included in the RBC Instructions; 


523 RISK-BASED CAPITAL 96-46-103 


(8) “Property and casualty insurer” means any insurance company li- 
censed in those lines in Tennessee, but does not include monoline mortgage 
guaranty insurers, financial guaranty insurers and title insurers; 

(9) “RBC Instructions” means the RBC Report including risk-based capi- 
tal instructions adopted by the NAIC, as the RBC Instructions may be 
amended by the NAIC from time to time in accordance with the procedures 
adopted by the NAIC; 

(10) “RBC Level” means an insurer’s Company Action Level RBC, Regu- 
latory Action Level RBC, Authorized Control Level RBC, or Mandatory 
Control Level RBC where: 

(A) “Authorized Control Level RBC” means the number determined 
under the risk-based capital formula in accordance with the RBC Instruc- 
tions; 

(B) “Company Action Level RBC” means, with respect to any insurer, 
the product of 2.0 and its Authorized Control Level RBC; 

(C) “Mandatory Control Level RBC” means the product of 0.70 and the 
authorized Control Level RBC; and 

(D) “Regulatory Action Level RBC” means the product of 1.5 and its 
authorized Control Level RBC; 

(11) “RBC Plan” means a comprehensive financial plan containing the 
elements specified in § 56-46-104(b). If the commissioner rejects the RBC 
Plan, and it is revised by the insurer, with or without the commissioner’s 
recommendation, the plan shall be called the “Revised RBC Plan”; 

(12) “RBC Report” means the report required in § 56-46-103; and 

(13) “Total adjusted capital” means the sum of: 

(A) An insurer’s statutory capital and surplus as determined in accor- 
dance with the statutory accounting applicable to the annual financial 
statements required to be filed pursuant to § 56-1-501; and 

(B) The other items, if any, that the RBC Instructions may provide. 


History. 
Acts 1996, ch. 750, § 3; 2014, ch. 559, §§ 1, 2. 


56-46-103. RBC Report — Calculation of RBC Levels. 


(a) Every domestic insurer shall, on or prior to each March 1 (the “filing 
date”), prepare and submit to the commissioner a report of its RBC Levels as 
of the end of the calendar year just ended, in a form and containing the 
information that is required by the RBC Instructions. In addition, every 
domestic insurer shall file its RBC Report: 

(1) With the NAIC in accordance with the RBC Instructions; and 

(2) With the insurance commissioner in any state in which the insurer is 
authorized to do business, if the insurance commissioner has notified the 
insurer of its request in writing, in which case the insurer shall file its RBC 

Report not later than the later of: 

(A) Fifteen (15) days from the receipt of notice to file its RBC Report 
with that state; or 
(B) The filing date. 
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(b) A life and health insurer’s RBC shall be determined in accordance with 
the formula set forth in the RBC Instructions. The formula shall take into 
account, and may adjust for the covariance between: 

(1) The risk with respect to the insurer’s assets; 

(2) The risk of adverse insurance experience with respect to the insurer’s 
liabilities and obligations; 

(3) The interest rate risk with respect to the insurer’s business; and 

(4) All other business risks and other relevant risks that are set forth in 
the RBC Instructions, determined in each case by applying the factors in the 
manner set forth in the RBC Instructions. 

(c) Aproperty and casualty insurer’s RBC shall be determined in accordance 
with the formula set forth in the RBC Instructions. The formula shall take into 
account and may adjust for the covariance between: 

(1) Asset risk; 
(2) Credit risk; 
(3) Underwriting risk; and 
(4) All other business risks and other relevant risks that are set forth in 
the RBC Instructions; 
determined in each case by applying the manner set forth in the RBC 
Instructions. 

(d) An excess of capital over the amount produced by the risk-based capital 
requirements contained in this part and the formulas, schedules and instruc- 
tions referenced in this part is desirable in the business of insurance. 
Accordingly, insurers should seek to maintain capital above the RBC levels 
required by this part. Additional capital is used and useful in the insurance 
business and helps to secure an insurer against various risks inherent in, or 
affecting, the business of insurance and not accounted for or only partially 
measured by the risk-based capital requirements contained in this part. 

(e) If a domestic insurer files an RBC Report that in the judgment of the 
commissioner is inaccurate, then the commissioner shall adjust the RBC 
Report to correct the inaccuracy and shall notify the insurer of the adjustment. 
The notice shall contain a statement of the reason for the adjustment. An RBC 
Report as so adjusted is referred to as an “Adjusted RBC Report.” 


History. 
Acts 1996, ch. 750, § 4; 2014, ch. 559, § 2. 


Section to Section References. 
This section is referred to in §§ 56-2-305, 
56-46-102. 


56-46-104. Company Action Level Events. 


(a) “Company Action Level Event” means any of the following events: 
(1) The filing of an RBC Report by an insurer that indicates that: 

(A) The insurer’s Total Adjusted Capital is greater than or equal to its 
Regulatory Action Level RBC but less than its Company Action Level 
RBC; 

(B) If a life and/or health insurer, the insurer has Total Adjusted 
Capital that is greater than or equal to its Company Action Level RBC but 


525 RISK-BASED CAPITAL 56-46-104 


less than the product of its Authorized Control Level RBC and 3.0 and has 
a negative trend; or 

(C) If a property and casualty insurer, the insurer has total adjusted 
capital that is greater than the product of its Authorized Control Level 

RBC and 3.0 and triggers the trend test determined in accordance with the 

trend test calculation included in the Property and Casualty RBC 

instructions; 

(2) The notification by the commissioner to the insurer of an Adjusted 
RBC Report that indicates an event in subdivision (a)(1); provided the 
insurer does not challenge the Adjusted RBC Report under § 56-46-108; or 

(3) If, pursuant to § 56-46-108, an insurer challenges an Adjusted RBC 
Report that indicates the event in subdivision (a)(1), the notification by the 
commissioner to the insurer that the commissioner has, after a hearing, 
rejected the insurer’s challenge. 

(b) In the event of a Company Action Level Event, the insurer shall prepare 
and submit to the commissioner an RBC Plan, which shall: 

(1) Identify the conditions that contribute to the Company Action Level 
Event; 

(2) Contain proposals of corrective actions that the insurer intends to take 
and would be expected to result in the elimination of the Company Action 
Level Event; 

(3) Provide projections of the insurer’s financial results in the current 
year and at least the four (4) succeeding years, both in the absence of 
proposed corrective actions, including projections of statutory operating 
income, net income, capital and/or surplus. The projections for both new and 
renewal business might include separate projections for each major line of 
business and separately identify each significant income, expense and 
benefit component; 

(4) Identify the key assumptions impacting the insurer’s projections and 
the sensitivity of the projections to the assumptions; and 

(5) Identify the quality of, and problems associated with, the insurer’s 
business including, but not limited to, its assets, anticipated business 
growth and associated surplus strain, extraordinary exposure to risk, mix of 
business and use of reinsurance, if any, in each case. 

(c) The RBC Plan shall be submitted: 

(1) Within forty-five (45) days of the Company Action Level Event; or 

(2) If the insurer challenges an Adjusted RBC Report pursuant to § 56- 
46-108, within forty-five (45) days after notification to the insurer that the 
commissioner has, after a hearing, rejected the insurer’s challenge. 

(d) Within sixty (60) days after the submission by an insurer of an RBC Plan 
to the commissioner, the commissioner shall notify the insurer whether the 
RBC Plan shall be implemented or is, in the judgment of the commissioner, 
unsatisfactory. If the commissioner determines the RBC Plan is unsatisfactory, 
the notification to the insurer shall set forth the reasons for the determination, 
and may set forth proposed revisions that will render the RBC Plan satisfac- 
tory, in the judgment of the commissioner. Upon notification from the commis- 
sioner, the insurer shall prepare a Revised RBC Plan, which may incorporate 
by reference any revisions proposed by the commissioner, and shall submit the 
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Revised RBC Plan to the commissioner: 5 
(1) Within forty-five (45) days after the notification from the commis- 
sioner; or 
(2) If the insurer challenges the notification from the commissioner under 

§ 56-46-108, within forty-five (45) days after a notification to the insurer 

that the commissioner has, after a hearing, rejected the insurer’s challenge. 

(e) In the event of a notification by the commissioner to an insurer that the 
insurer’s RBC Plan or Revised RBC Plan is unsatisfactory, the commissioner 
may, at the commissioner’s discretion, subject to the insurer’s right to a 
hearing under § 56-46-108, specify in the notification that the notification 
constitutes a Regulatory Action Level Event. 

(f) Every domestic insurer that files an RBC Plan or Revised RBC Plan with 
the commissioner shall file a copy of the RBC Plan or Revised RBC Plan with 
the insurance commissioner in any state in which the insurer is authorized to 
do business if: 

(1) That state has an RBC provision substantially similar to § 56-46- 

109(a); and 

(2) The insurance commissioner of that state has notified the insurer of its 
request for the filing in writing, in which case the insurer shall file a copy of 
the RBC Plan or Revised RBC Plan in that state no later than the later of: 

(A) Fifteen (15) days after the receipt of notice to file a copy of its RBC 
Plan or Revised RBC Plan with the state; or 

(B) The date on which the RBC Plan or Revised RBC Plan is filed under 
subsections (c) and (d). 


History. Section to Section References. 
Acts 1996, ch. 750, § 5; 2012, ch. 633, §§ 4, 5; This section is referred to in §§ 56-11-101, 
2014, ch. 559, § 3. 56-11-206, 56-46-102, 56-46-105, 56-46-111. 


56-46-105. Regulatory Action Level Events. 


(a) “Regulatory Action Level Event” means, with respect to any insurer, any 
of the following events: 

(1) The filing of an RBC Report by the insurer that indicates that the 
insurer’s Total Adjusted Capital is greater than or equal to its Authorized 
Control Level RBC but less than its Regulatory Action Level RBC; 

(2) The notification by the commissioner to an insurer of an Adjusted RBC 
Report that indicates the event in subdivision (a)(1); provided, that the 
insurer does not challenge the Adjusted RBC Report under § 56-46-108; 

(3) If, pursuant to § 56-46-108, the insurer challenges an Adjusted RBC 
Report that indicates the event in subdivision (a)(1), the notification by the 
commissioner to the insurer that the commissioner has, after a hearing, 
rejected the insurer’s challenge; 

(4) The failure of the insurer to file an RBC Report by the filing date, 
unless the insurer has provided an explanation for the failure that is 
satisfactory to the commissioner and has cured the failure within ten (10) 
days after the filing date; 

(5) The failure of the insurer to submit an RBC Plan to the commissioner 
within the time period set forth in § 56-46-104(c); 

(6) Notification by the commissioner to the insurer that: 
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(A) The RBC Plan or Revised RBC Plan submitted by the insurer is, in 
the judgment of the commissioner, unsatisfactory; and 

(B) The notification constitutes a Regulatory Action Level Event with 
respect to the insurer; provided, that the insurer has not challenged the 

determination under § 56-46-108; 

(7) If, pursuant to § 56-46-108, the insurer challenges a determination by 
the commissioner under subdivision (b)(6), the notification by the commis- 
sioner to the insurer that the commissioner has, after a hearing, rejected the 
challenge; 

(8) Notification by the commissioner to the insurer that the insurer has 
failed to adhere to its RBC Plan or Revised RBC Plan, but only if the failure 
has a substantial adverse effect on the ability of the insurer to eliminate the 
Company Action Level Event in accordance with its RBC Plan or Revised 
RBC Plan and the commissioner has so stated in the notification; provided, 
that the insurer has not challenged the determination under § 56-46-108; or 

(9) If, pursuant to § 56-46-108, the insurer challenges a determination by 
the commissioner under subdivision (b)(8), the notification by the commis- 
sioner to the insurer that the commissioner has, after a hearing, rejected the 
challenge. 

(b) In the event of a Regulatory Action Level Event the commissioner shall: 

(1) Require the insurer to prepare and submit an RBC Plan or, if 
applicable, a Revised RBC Plan; 

(2) Perform such examination or analysis as the commissioner deems 
necessary of the assets, liabilities and operations of the insurer including a 
review of its RBC Plan or Revised RBC Plan; and 

(3) Subsequent to the examination or analysis, issue an order specifying 
corrective actions that the commissioner determines are required. 

(c) In determining corrective actions, the commissioner may take into 
account factors deemed relevant with respect to the insurer based upon the 
commissioner’s examination or analysis of the assets, liabilities and operations 
of the insurer, including, but not limited to, the results of any sensitivity tests 
undertaken pursuant to the RBC Instructions. The RBC Plan or Revised RBC 
Plan shall be submitted: 

(1) Within forty-five (45) days after the occurrence of the Regulatory 
Action Level Event; 

(2) If the insurer challenges an Adjusted RBC Report pursuant to § 56- 
46-108 and the challenge is not frivolous in the judgment of the commis- 
sioner, within forty-five (45) days after the notification to the insurer that the 
commissioner has, after a hearing, rejected the insurer’s challenge; or 

(3) Ifthe insurer challenges a Revised RBC Plan pursuant to § 56-46-108 
and the challenge is not frivolous in the judgment of the commissioner, 
within forty-five (45) days after the notification to the insurer that the 
commissioner has, after a hearing, rejected the insurer’s challenge. 

(d) The commissioner may retain actuaries and investment experts and 
other consultants as may be necessary in the judgment of the commissioner to 
review the insurer’s RBC Plan or Revised RBC Plan, examine or analyze the 
assets, liabilities and operations of the insurer and formulate the corrective 
order with respect to the insurer. The fees, costs and expenses relating to 
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consultants shall be borne by the affected insurer or such other party as 
directed by the commissioner. j 


History. Section to Section References. 
Acts 1996, ch. 750, § 6. This section is referred to in § 56-46-106. 


56-46-106. Authorized Control Level Events. 


(a) “Authorized Control Level Event” means any of the following events: 

(1) The filing of an RBC Report by the insurer that indicates that the 
insurer’s Total Adjusted Capital is greater than or equal to its Mandatory 
Control Level RBC but less than its Authorized Control Level RBC; 

(2) The notification by the commissioner to the insurer of an Adjusted 
RBC Report that indicates the event in subdivision (a)(1); provided, that the 
insurer does not challenge the Adjusted RBC Report under § 56-46-108; 

(3) If, pursuant to § 56-46-108, the insurer challenges an Adjusted RBC 
Report that indicates the event in subdivision (a)(1), notification by the 
commissioner to the insurer that the commissioner has, after a hearing, 
rejected the insurer’s challenge; 

(4) The failure of the insurer to respond, in a manner satisfactory to the 
commissioner, to a corrective order; provided, that the insurer has not 
challenged the corrective order under § 56-46-108; or 

(5) Ifthe insurer has challenged a corrective order under § 56-46-108 and 
the commissioner has, after a hearing, rejected the challenge or modified the 
corrective order, the failure of the insurer to respond, in a manner satisfac- 
tory to the commissioner, to the corrective order subsequent to rejection or 
modification by the commissioner. 

(b) In the event of an Authorized Control Level Event with respect to an 
insurer, the commissioner shall: 

(1) Take the actions that are required under § 56-46-105 regarding an 
insurer with respect to which a Regulatory Action Level Event has occurred; 
or 

(2) If the commissioner deems it to be in the best interests of the 
policyholders and creditors of the insurer and of the public, take actions 
necessary to cause the insurer to be placed under regulatory control 
pursuant to chapter 9 of this title. In the event the commissioner takes such 
actions, the Authorized Control Level Event shall be deemed sufficient 
grounds for the commissioner to take action pursuant to chapter 9 of this 
title, and the commissioner shall have the rights, powers and duties with 
respect to the insurer as are set forth in chapter 9 of this title. In the event 
the commissioner takes actions under this subsection (b) pursuant to an 
Adjusted RBC Report, the insurer shall be entitled to the protections that 
are afforded to insurers under chapter 9, part 2 of this title. 


History. 
Acts 1996, ch. 750, § 7. 


56-46-107. Mandatory Control Level Events. 


(a) “Mandatory Control Level Event” means any of the following events: 
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(1) The filing of an RBC Report that indicates that the insurer’s Total 
Adjusted Capital is less than its Mandatory Control Level RBC; 

(2) Notification by the commissioner to the insurer of an Adjusted RBC 
Report that indicates the event in subdivision (a)(1); provided, that the 
insurer does not challenge the Adjusted RBC Report under § 56-46-108; or 

(3) If, pursuant to § 56-46-108, the insurer challenges an Adjusted RBC 
Report that indicates the event in subdivision (a)(1), notification by the 
commissioner to the insurer that the commissioner has, after a hearing, 
rejected the insurer’s challenge. 

(b) In the event of a Mandatory Control Level Event: 

(1) With respect to a life insurer, the commissioner shall take actions 
necessary to place the insurer under regulatory control pursuant to chapter 
9 of this title. In that event, the Mandatory Control Level Event shall be 
deemed sufficient grounds for the commissioner to take action pursuant to 
chapter 9 of this title, and the commissioner shall have the rights, powers 
and duties with respect to the insurer as are set forth in chapter 9 of this 
title. If the commissioner takes actions pursuant to an Adjusted RBC Report, 
the insurer shall be entitled to the protections of chapter 9, part 2 of this title 
pertaining to summary proceedings. Notwithstanding any of this subdivi- 
sion (b)(1), the commissioner may forego action for up to ninety (90) days 
after the Mandatory Control Level Event if the commissioner finds there is 
a reasonable expectation that the Mandatory Control Level Event may be 
eliminated within the ninety-day period. 

(2) With respect to a property and casualty insurer, the commissioner 
shall take actions necessary to place the insurer under regulatory control 
pursuant to chapter 9 of this title, or in the case of an insurer that is writing 
no business and that is running-off its existing business, may allow the 
insurer to continue its run-off under the supervision of the commissioner. In 
either event, the Mandatory Control Level Event shall be deemed sufficient 
grounds for the commissioner to take action pursuant to chapter 9 of this 
title, and the commissioner shall have the rights, powers and duties with 
respect to the insurer as are set forth in chapter 9 of this title. If the 
commissioner takes actions pursuant to an Adjusted RBC Report, the 
insurer shall be entitled to the protections of chapter 9, part 2 of this title 
pertaining to summary proceedings. Notwithstanding any of this subdivi- 
sion (b)(2), the commissioner may forego action for up to ninety (90) days 
after the Mandatory Control Level Event if the commissioner finds there is 
a reasonable expectation that the Mandatory Control Level Event may be 
eliminated within the ninety-day period. 


History. 
Acts 1996, ch. 750, § 8. 


56-46-108. Hearings. 


(a) The insurer shall have the right to a confidential departmental hearing, 
on a record, at which the insurer may challenge any determination or action by 
the commissioner, upon any of the following: 

(1) Notification to an insurer by the commissioner of an Adjusted RBC 
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Report; or 
(2) Notification to an insurer by the commissioner that: 
(A) The insurer’s RBC Plan or Revised RBC Plan is unsatisfactory; and 
(B) The notification constitutes a Regulatory Action Level Event with 
respect to the insurer; or 
(3) Notification to any insurer by the commissioner that the insurer has 
failed to adhere to its RBC Plan or Revised RBC Plan and that the failure 
has a substantial adverse effect on the ability of the insurer to eliminate the 
Company Action Level Event with respect to the insurer in accordance with 
its RBC Plan or Revised RBC Plan; or 
(4) Notification to an insurer by the commissioner of a Corrective Order 
with respect to the insurer. 

(b) The insurer shall notify the commissioner of its request for a hearing 
within five (5) days after the notification by the commissioner under subdivi- 
sion (a)(1), (2), (3) or (4). Upon receipt of the insurer’s request for a hearing, the 
commissioner shall set a date for the hearing, which date shall be no less than 
ten (10) nor more than thirty (30) days after the date of the insurer’s request. 


History. 
Acts 1996, ch. 750, § 9. 


Section to Section References. 
This section is referred to in §§ 56-46-104, 
56-46-105, 56-46-106, 56-46-107. 


56-46-109. Confidentiality of reports — Disclosure in advertising, etc. 
prohibited — Reports not to be used for ratemaking. 


(a) All RBC reports, to the extent the information in the RBC report is not 
required to be set forth in a publicly available annual statement schedule, and 
RBC Plans, including the results or report of any examination or analysis of an 
insurer performed pursuant to this part and any corrective order issued by the 
commissioner pursuant to examination or analysis, with respect to any 
domestic insurer or foreign insurer that are in the possession or control of the 
department of commerce and insurance shall be confidential by law and 
privileged, shall not be subject to § 10-7-503 or § 56-1-602, shall not be 
subject to subpoena, and shall not be subject to discovery or admissible in 
evidence in any private civil action. However, the commissioner is authorized 
to use the documents, materials or other information in the furtherance of any 
regulatory or legal action brought as a part of the commissioner’s official 
duties. 

(b) It is the judgment of the general assembly that the comparison of an 
insurer’s Total Adjusted Capital to any of its RBC Levels is a regulatory tool 
that may indicate the need for possible corrective action with respect to the 
insurer, and is not intended as a means to rank insurers generally. Therefore, 
except as otherwise required under this part, the making, publishing, dissemi- 
nating, circulating or placing before the public, or causing, directly or indi- 
rectly to be made, published, disseminated, circulated or placed before the 
public, in a newspaper, magazine or other publication, or in the form of a 
notice, circular, pamphlet, letter or poster, or over any radio or television 
station, or in any other way, an advertisement, announcement or statement 
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containing an assertion, representation or statement with regard to the RBC 
Levels of any insurer, or of any component derived in the calculation, by any 
insurer, agent, broker or other person engaged in any manner in the insurance 
business would be misleading and is therefore prohibited; provided, that if any 
materially false statement with respect to the comparison regarding an 
insurer’s Total Adjusted Capital to its RBC Levels (or any of them) or an 
inappropriate comparison of any other amount to the insurer’s RBC Levels is 
published in any written publication and the insurer is able to demonstrate to 
the commissioner with substantial proof the falsity of the statement, or the 
inappropriateness, as the case may be, then the insurer may publish an 
announcement in a written publication if the sole purpose of the announce- 
ment is to rebut the materially false statement. 

(c) It is the further judgment of the general assembly that the RBC 
Instructions, RBC Reports, Adjusted RBC Reports, RBC Plan or Revised RBC 
Plans are intended solely for use by the commissioner in monitoring the 
solvency of insurers and the need for possible corrective action with respect to 
insurers and shall not be used by the commissioner for ratemaking nor 
considered as evidence in any rate proceeding nor used by the commissioner to 
calculate or derive any elements of an appropriate premium level or rate of 
return for any line of insurance that an insurer or any affiliate is authorized to 
write. 

(d) Neither the commissioner nor any person who received documents, 
materials or other information while acting under the authority of the 
commissioner shall be permitted or required to testify in any private civil 
action concerning any confidential documents, materials or information sub- 
ject to subsection (a). 

(e) In order to assist in the performance of the commissioner’s duties, the 
commissioner may: 

(1) Share documents, materials or other information, including the con- 
fidential and privileged documents, materials or information subject to 
subsection (a), with other state, federal and international regulatory agen- 
cies, with the NAIC and its affiliates and subsidiaries, and with state, 
federal and international law enforcement authorities; provided, that the 
recipient agrees to maintain the confidentiality and privileged status of the 
document, material or other information; 

(2) Receive documents, materials or information, including otherwise 
confidential and privileged documents, materials or information, from the 
NAIC and its affiliates and subsidiaries, and from regulatory and law 
enforcement officials of other foreign or domestic jurisdictions, and shall 
maintain as confidential or privileged any document, material or informa- 
tion received with notice or the understanding that it is confidential or 
privileged under the laws of the jurisdiction that is the source of the 
document, material or information; and 

(3) Enter into agreements governing sharing and use of information 
consistent with this subsection (e). 

(f) Disclosure of documents, materials or information to the commissioner 
under this section or as a result of sharing as authorized in subsection (e) shall 
not constitute waiver of any applicable privilege or claim of confidentiality. 
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History. Section to Section References. 
Acts 1996, ch. 750, § 10; 2014, ch. 559, §§ 2, This section is referred to in § 56-46-104. 
4,°5. 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


56-46-110. Construction with other laws — Rules — Exemptions. 


(a) This part is supplemental to any other laws of this state, and shall not 
preclude or limit any other powers or duties of the commissioner under the 
laws, including, but not limited to, chapter 9 of this title. 

(b) The commissioner may adopt reasonable rules necessary for the imple- 
mentation of this part. 

(c) The commissioner may exempt from the application of this part any 
domestic property and casualty insurer that: 

(1) Writes direct business only in this state; 

(2) Writes direct annual premiums of two million dollars ($2,000,000) or 
less; and 

(3) Assumes no reinsurance in excess of five percent (5%) of direct 
premium written. 


History. 
Acts 1996, ch. 750, § 11; 2014, ch. 559, § 2. 


56-46-111. Foreign insurers. 


(a) Any foreign insurer shall, upon the written request of the commissioner, 
submit to the commissioner an RBC Report as of the end of the calendar year 
just ended the later of: 

(1) The date an RBC Report would be required to be filed by a domestic 
insurer under this part; or 
(2) Fifteen (15) days after the request is received by the foreign insurer. 

(b) Any foreign insurer shall, at the written request of the commissioner, 
promptly submit to the commissioner a copy of any RBC Plan that is filed with 
the insurance commissioner of any other state. 

(c) In the event of a Company Action Level Event, Regulatory Action Level 
Event or Authorized Control Level Event with respect to any foreign insurer as 
determined under the RBC statute applicable in the state of domicile of the 
insurer, or, if no RBC statute is in force in that state, under this part, if the 
insurance commissioner of the state of domicile of the foreign insurer fails to 
require the foreign insurer to file an RBC Plan in the manner specified under 
that state’s RBC statute, or, if no RBC statute is in force in that state, under 
§ 56-46-104, the commissioner may require the foreign insurer to file an RBC 
Plan with the commissioner. In this event, the failure of the foreign insurer to 
file an RBC Plan with the commissioner shall be grounds to order the insurer 
to cease and desist from writing new insurance business in this state. 

(d) In the event of a Mandatory Control Level Event with respect to any 
foreign insurer, if no domiciliary receiver has been appointed with respect to 
the foreign insurer under the rehabilitation and liquidation statute applicable 
in the state of domicile of the foreign insurer, the commissioner may make 
application to the chancery court of Davidson County pursuant to chapter 9 of 
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this title with respect to the liquidation of property of foreign insurers found in 
this state, and the occurrence of the Mandatory Control Level Event shall be 
considered adequate grounds for the application. 


History. 
Acts 1996, ch. 750, § 12; 2014, ch. 559, § 2. 


56-46-112. Immunity of commissioner and department. 


There shall be no liability on the part of, and no cause of action shall arise 
against, the commissioner or the department of commerce and insurance or its 
employees or agents for any action taken by them in the performance of their 
powers and duties under this part. 


History. 
Acts 1996, ch. 750, § 18; 2014, ch. 559, § 2. 


56-46-113. When notices by commissioner which may result in regula- 
tory action become effective. 


All notices by the commissioner to an insurer which may result in regulatory 
action under this part shall be effective upon dispatch if transmitted by 
registered or certified mail, or in the case of any other transmission shall be 
effective upon the insurer’s receipt of such notice. 


History. 
Acts 2014, ch. 559, § 6. 


Cross-References. 
Certified mail instead of registered mail, § 1- 
3-111. 


PART 2 
RISK-BASED CAPITAL FOR HEALTH ORGANIZATIONS 


56-46-201. Part definitions. 


As used in this part, these terms have the following meanings: 

(1) “Adjusted RBC report” means an RBC report which has been adjusted 
by the commissioner in accordance with § 56-46-202(d); 

(2) “Corrective order” means an order issued by the commissioner speci- 
fying corrective actions which the commissioner has determined are 
required; 

(3) “Domestic health organization” means a health organization domiciled 
in this state; 

(4) “Foreign health organization” means a health organization that is 
licensed to do business in this state under chapters 27, 28, 30, 31, 32 and 51 
of this title but is not domiciled in this state; 

(5)(A) “Health organization” means a health maintenance organization, 

limited health service organization, dental or vision plan, hospital, medi- 

cal and dental indemnity or service corporation, or other managed care 
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organization licensed pursuant to chapters 27, 28, 30, 31, 32 and 51 of this 

title; 

(B) “Health organization” does not include an organization that is 
licensed as either a life and health insurer or a property and casualty 
insurer under this title and that is otherwise subject to either the life or 
property and casualty RBC requirements; 

(6) “NAIC” means the National Association of Insurance Commissioners; 

(7) “RBC instructions” means the RBC report including risk-based capital 
instructions adopted by the NAIC, as these RBC instructions may be 
amended by the NAIC from time to time in accordance with the procedures 
adopted by the NAIC; 

(8) “RBC level” means a health organization’s Company Action Level 
RBC, Regulatory Action Level RBC, Authorized Control Level RBC, or 
Mandatory Control Level RBC where: 

(A) “Company Action Level RBC” means, with respect to any health 
organization, the product of 2.0 and its Authorized Control Level RBC; 

(B) “Regulatory Action Level RBC” means the product of 1.5 and its 
Authorized Control Level RBC; 

(C) “Authorized Control Level RBC” means the number determined 
under the risk-based capital formula in accordance with the RBC Instruc- 
tions; and 

(D) “Mandatory Control Level RBC” means the product of 0.70 and the 
Authorized Control Level RBC; 

(9)(A) “RBC plan” means a comprehensive financial plan containing the 

elements specified in § 56-46-203(b); 

(B) If the commissioner rejects the RBC plan, and it is revised by the 
health organization, with or without the commissioner’s recommendation, 
the plan shall be called the “revised RBC plan”; 

(10) “RBC report” means the report required in § 56-46-202; 

(11) “Total adjusted capital” means the sum of: 

(A) Ahealth organization’s statutory capital and surplus, also known as 
net worth, as determined in accordance with the statutory accounting 
applicable to the annual financial statements required to be filed under 
§ 56-27-117 for medical service plans, § 56-28-111 for hospital service 
corporations, § 56-30-117 for dental service plans, § 56-31-116 for vision 
service plans, § 56-32-108 for health maintenance organizations, and 
§ 56-51-134 for prepaid limited health services organizations; and 

(B) Such other items, if any, as the RBC instructions may provide. 


History. 
Acts 2014, ch. 559, § 7. 


56-46-202. Annual report of RBC levels — Filing requirements — 
Determination of RBC — Adjustment of report. 


(a) Adomestic health organization shall, on or prior to March 1 of each year 
(the “filing date”), prepare and submit to the commissioner a report of its RBC 
levels as of the end of the previous calendar year, in a form and containing such 
information as is required by the RBC instructions. In addition, a domestic 
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health organization shall file its RBC report: 
(1) With the NAIC in accordance with the RBC instructions; and 
(2) With the insurance commissioner in any state in which the health 
organization is authorized to do business, if the insurance commissioner has 
notified the health organization of its request in writing, in which case the 
health organization shall file its RBC report by the later of: 
(A) Fifteen (15) days from the receipt of notice to file its RBC report 
with that state; or 
(B) The filing date. 

(b) A health organization’s RBC shall be determined in accordance with the 
formula set forth in the RBC instructions. The formula shall take the following 
into account (and may adjust for the covariance between) determined in each 
case by applying the factors in the manner set forth in the RBC instructions: 

(1) Asset risk; 

(2) Credit risk; 

(3) Underwriting risk; and 

(4) All other business risks and such other relevant risks as are set forth 
in the RBC instructions. 

(c) An excess of capital, also known as net worth, over the amount produced 
by the risk-based capital requirements contained in this part and the formulas, 
schedules and instructions referenced in this part is desirable in the business 
of health insurance. Accordingly, health organizations should seek to maintain 
capital above the RBC levels required by this part. Additional capital is used 
in the insurance business and helps to secure a health organization against 
various risks inherent in, or affecting, the business of insurance and not 
accounted for or only partially measured by the risk-based capital require- 
ments contained in this part. 

(d) If a domestic health organization files an RBC report that in the 
judgment of the commissioner is inaccurate, then the commissioner shall 
adjust the RBC report to correct the inaccuracy and shall notify the health 
organization of the adjustment. The notice shall contain a statement of the 
reason for the adjustment. An RBC report as so adjusted is referred to as an 
“adjusted RBC report.” 


History. Section to Section References. 
Acts 2014, ch. 559, § 7. This section is referred to in § 56-46-201. 


56-46-203. Company Action Level Events. 


(a) “Company Action Level Event” means any of the following events: 
(1) The filing of an RBC report by a health organization that indicates 
that: 

(A) The health organization’s total adjusted capital is greater than or 
equal to its Regulatory Action Level RBC but less than its Company Action 
Level RBC; or 

(B) If a health organization has total adjusted capital which is greater 
than or equal to its Company Action Level RBC but less than the product 
of its Authorized Control Level RBC and 3.0 and triggers the trend test 
determined in accordance with the trend test calculation included in the 
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Health RBC instructions; 

(2) Notification by the commissioner to the health organization of an 
adjusted RBC report that indicates an event in subdivision (a)(1); provided, 
that the health organization does not challenge the adjusted RBC report 
under § 56-46-207; or 

(3) If, pursuant to § 56-46-207, a health organization challenges an 
adjusted RBC report that indicates the event in subdivision (a)(1), the 
notification by the commissioner to the health organization that the com- 
missioner has, after a hearing, rejected the health organization’s challenge. 
(b) If a Company Action Level Event occurs, the health organization shall 

prepare and submit to the commissioner an RBC plan that shall: 

(1) Identify the conditions that contribute to the Company Action Level 
Event; 

(2) Contain proposals of corrective actions that the health organization 
intends to take and that would be expected to result in the elimination of the 
Company Action Level Event; 

(3) Provide projections of the health organization’s financial results in the 
current year and at least the two (2) succeeding years, both in the absence of 
proposed corrective actions and giving effect to the proposed corrective 
actions, including projections of statutory balance sheets, operating income, 
net income, capital and surplus, and RBC levels. The projections for both 
new and renewal business might include separate projections for each major 
line of business and separately identify each significant income, expense and 
benefit component; 

(4) Identify the key assumptions impacting the health organization’s 
projections and the sensitivity of the projections to the assumptions; and 

(5) Identify the quality of, and problems associated with, the health 
organization’s business, including but not limited to its assets, anticipated 
business growth and associated surplus strain, extraordinary exposure to 
risk, mix of business, and use of reinsurance, if any, in each case. 

(c) The RBC plan shall be submitted: 

(1) Within forty-five (45) days of the Company Action Level Event; or 

(2) If the health organization challenges an adjusted RBC report pursu- 
ant to§ 56-46-207, within forty-five (45) days after notification to the health 
organization that the commissioner has, after a hearing, rejected the health 
organization’s challenge. 

(d) Within sixty (60) days after the submission by a health organization of 
an RBC plan to the commissioner, the commissioner shall notify the health 
organization whether the RBC plan shall be implemented or is, in the 
judgment of the commissioner, unsatisfactory. If the commissioner determines 
the RBC plan is unsatisfactory, the notification to the health organization shall 
set forth the reasons for the determination, and may set forth proposed 
revisions which will render the RBC plan satisfactory, in the judgment of the 
commissioner. Upon notification from the commissioner, the health organiza- 
tion shall prepare a revised RBC plan, which may incorporate by reference any 
revisions proposed by the commissioner, and shall submit the revised RBC 
plan to the commissioner: 

(1) Within forty-five (45) days after the notification from the commis- 
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sioner; or 

(2) If the health organization challenges the notification from the com- 
missioner under § 56-46-207, within forty-five (45) days after a notification 
to the health organization that the commissioner has, after a hearing, 
rejected the health organization’s challenge. 

(e) If the commissioner notifies a health organization that its RBC plan or 
revised RBC plan is unsatisfactory, the commissioner may at the commission- 
er’s discretion, subject to the health organization’s right to a hearing under 
§ 56-46-2007, specify in the notification that the notification constitutes a 
Regulatory Action Level Event. 

(f) Every domestic health organization that files an RBC plan or revised 
RBC plan with the commissioner shall file a copy of the RBC plan or revised 
RBC plan with the insurance commissioner in any state, in which the health 
organization is authorized to do business if: 

_ (1) The state has an RBC provision substantially similar to § 56-46- 

208(a); and 

(2) The insurance commissioner of that state has notified the health 
organization of its request for the filing in writing, in which case the health 
organization shall file a copy of the RBC plan or revised RBC plan in that 
state by the later of: 

(A) Fifteen (15) days after the receipt of notice to file a copy of its RBC 
plan or revised RBC plan with the state; or 

(B) The date on which the RBC plan or revised RBC plan is filed under 
subsections (c) and (d). 


History. 
Acts 2014, ch. 559, § 7. 


Section to Section References. 
This section is referred to in §§ 56-46-201, 
56-46-204, 56-46-210, 56-46-213. 


56-46-204. Regulatory Action Level Events. 


(a) “Regulatory Action Level Event” means, with respect to a health orga- 
nization, any of the following events: 

(1) The filing of an RBC report by the health organization that indicates 
that the health organization’s total adjusted capital is greater than or equal 
to its Authorized Control Level RBC but less than its Regulatory Action 
Level RBC; 

(2) Notification by the commissioner to a health organization of an 
adjusted RBC report that indicates the event in subdivision (a)(1); provided, 
that the health organization does not challenge the adjusted RBC report 
under § 56-46-207; 

(3) If, pursuant to § 56-46-207, the health organization challenges an 
adjusted RBC report that indicates the event in subdivision (a)(1), the 
notification by the commissioner to the health organization that the com- 
missioner has, after a hearing, rejected the health organization’s challenge; 

(4) The failure of the health organization to file an RBC report by the 
filing date, unless the health organization has provided an explanation for 
the failure that is satisfactory to the commissioner and has cured the failure 
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within ten (10) days after the filing date; 

(5) The failure of the health organization to submit an RBC plan to the 
commissioner within the time period set forth in § 56-46-203(c); 

(6) Notification by the commissioner to the health organization that: 

(A) The RBC plan or revised RBC plan submitted by the health 
organization is, in the judgment of the commissioner, unsatisfactory; and 
(B) Notification constitutes a Regulatory Action Level Event with 
respect to the health organization; provided, that the health organization 

has not challenged the determination under § 56-46-207; 

(7) If, pursuant to § 56-46-207, the health organization challenges a 
determination by the commissioner under subdivision (a)(6), the notification 
by the commissioner to the health organization that the commissioner has, 
after a hearing, rejected the challenge; 

(8) Notification by the commissioner to the health organization that the 
health organization has failed to adhere to its RBC plan or revised RBC plan, 
but only if the failure has a substantial adverse effect on the ability of the 
health organization to eliminate the Company Action Level Event in 
accordance with its RBC plan or revised RBC plan and the commissioner has 
so stated in the notification, provided the health organization has not 
challenged the determination under § 56-46-207; or 

(9) If, pursuant to § 56-46-207, the health organization challenges a 
determination by the commissioner under subdivision (a)(8), the notification 
by the commissioner to the health organization that the commissioner has, 
after a hearing, rejected the challenge. 

(b) In the event of a Regulatory Action Level Event the commissioner shall: 

(1) Require the health organization to prepare and submit an RBC plan 
or, if applicable, a revised RBC plan; 

(2) Perform such examination or analysis as the commissioner deems 
necessary of the assets, liabilities and operations of the health organization 
including a review of its RBC plan or revised RBC plan; and 

(3) Subsequent to the examination or analysis, issue an order specifying 
such corrective actions as the commissioner shall determine are required (a 
“corrective order”). 

(c) In determining corrective actions, the commissioner may take into 
account factors the commissioner deems relevant with respect to the health 
organization based upon the commissioner’s examination or analysis of the 
assets, liabilities and operations of the health organization, including, but not 
limited to, the results of any sensitivity tests undertaken pursuant to the RBC 
instructions. The RBC plan or revised RBC plan shall be submitted: 

(1) Within forty-five (45) days after the occurrence of the Regulatory 
Action Level Event; 

(2) If the health organization challenges an adjusted RBC report pursu- 
ant to § 56-46-207 and the challenge is not frivolous in the judgment of the 
commissioner, within forty-five (45) days after the notification to the health 
organization that the commissioner has, after a hearing, rejected the health 
organization’s challenge; or | 

(3) If the health organization challenges a revised RBC plan pursuant to 
§ 56-46-207 and the challenge is not frivolous in the judgment of the 
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commissioner, within forty-five (45) days after the notification to the health 

organization that the commissioner has, after a hearing, rejected the health 

organization’s challenge. 

(d) The commissioner may retain actuaries, investment experts, and other 
consultants as may be necessary in the judgment of the commissioner to 
review the health organization’s RBC plan or revised RBC plan, examine or 
analyze the assets, liabilities and operations (including contractual relation- 
ships) of the health organization, and formulate the corrective order with 
respect to the health organization. The fees, costs and expenses relating to 
consultants shall be borne by the affected health organization or such other 
party as directed by the commissioner. 


History. 
Acts 2014, ch. 559, § 7. 


Section to Section References. 
This section is referred to in §§ 56-46-205, 
56-46-213. 


56-46-205. Authorized Control Level Events. 


(a) “Authorized Control Level Event” means any of the following events: 

(1) The filing of an RBC report by the health organization that indicates 
that the health organization’s total adjusted capital is greater than or equal 
to its Mandatory Control Level RBC but less than its Authorized Control 
Level RBC; 

(2) The notification by the commissioner to the health organization of an 
adjusted RBC report that indicates the event in subdivision (a)(1); provided, 
that the health organization does not challenge the adjusted RBC report 
under § 56-46-207; 

(3) If, pursuant to § 56-46-207, the health organization challenges an 
adjusted RBC report that indicates the event in subdivision (a)(1), notifica- 
tion by the commissioner to the health organization that the commissioner 
has, after a hearing, rejected the health organization’s challenge; 

(4) The failure of the health organization to respond, in a manner 
satisfactory to the commissioner, to a corrective order; provided, that the 
health organization has not challenged the corrective order under § 56-46- 
207; or 

(5) If the health organization has challenged a corrective order under 
§ 56-46-207 and the commissioner has, after a hearing, rejected the chal- 
lenge or modified the corrective order, the failure of the health organization 
to respond, in a manner satisfactory to the commissioner, to the corrective 
order subsequent to rejection or modification by the commissioner. 

(b) If an Authorized Control Level Event occurs with respect to a health 
organization, the commissioner shall: 

(1) Take such actions as are required under § 56-46-204 regarding a 
health organization with respect to which a Regulatory Action Level Event 
has occurred; or 

(2) If the commissioner deems it to be in the best interests of the 
policyholders and creditors of the health organization and of the public, take 
such actions as are necessary to cause the health organization to be placed 


56-46-206 INSURANCE 540 


under regulatory control under chapter 9 of this title. In the event the 
commissioner takes such actions, the Authorized Control Level Event shall 
be deemed sufficient grounds for the commissioner to take action under 
chapter 9 of this title, and the commissioner shall have the rights, powers 
and duties with respect to the health organization as are set forth in chapter 
9 of this title. In the event the commissioner takes actions under this 
subsection (b) pursuant to an adjusted RBC report, the health organization 
shall be entitled to such protections as are afforded to health organizations 
under chapter 9, part 2 of this title pertaining to summary proceedings. 


History. Section to Section References. 
Acts 2014, ch. 559, § 7. This section is referred to in § 56-46-213. 


56-46-206. Mandatory Control Level Events. 


(a) “Mandatory Control Level Event” means any of the following events: 

(1) The filing of an RBC report which indicates that the health organiza- 
tion’s total adjusted capital is less than its Mandatory Control Level RBC; 

(2) Notification by the commissioner to the health organization of an 
adjusted RBC report that indicates the event in subdivision (a)(1); provided, 
that the health organization does not challenge the adjusted RBC report 
under § 56-46-207; or 

(3) If, pursuant to § 56-46-207, the health organization challenges an 

adjusted RBC report that indicates the event in subdivision (a)(1), notifica- 
tion by the commissioner to the health organization that the commissioner 
has, after a hearing, rejected the health organization’s challenge. 
(b)(1) In the event of a Mandatory Control Level Event, the commissioner 
shall take such actions as are necessary to place the health organization 
under regulatory control under chapter 9 of this title. In that event, the 
Mandatory Control Level Event shall be deemed sufficient grounds for the 
commissioner to take action under chapter 9 of this title, and the commis- 
sioner shall have the rights, powers and duties with respect to the health 
organization as are set forth in chapter 9 of this title. If the commissioner 
takes actions pursuant to an adjusted RBC report, the health organization 
shall be entitled to the protections of chapter 9, part 2 of this title pertaining 
to summary proceedings. 

(2) Notwithstanding subdivision (b)(1), the commissioner may forego 
action for up to ninety (90) days after the Mandatory Control Level Event if 
the commissioner finds there is a reasonable expectation that the Mandatory 
Control Level Event may be eliminated within the ninety-day period. 


History. Section to Section References. 
Acts 2014, ch. 559, § 7. This section is referred to in § 56-46-213. 


56-46-207. Confidential hearings. 


Upon the occurrence of any of the following events the health organization 
shall have the right to a confidential departmental hearing, on the record, at 
which the health organization may challenge any determination or action by 
the commissioner. The health organization shall notify the commissioner of its 
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request for a hearing within five (5) days after the notification by the 
commissioner under subdivision (1), (2), (3) or (4). Upon receipt of the health 
organization’s request for a hearing, the commissioner shall set a date for the 
hearing, which shall be no less than ten (10) nor more than thirty (30) days 
after the date of the health organization’s request. The events include: 

(1) Notification to a health organization by the commissioner of an 
adjusted RBC report; 

(2) Notification to a health organization by the commissioner that: 

(A) The health organization’s RBC plan or revised RBC plan is unsat- 
isfactory; and 

(B) Notification constitutes a Regulatory Action Level Event with 
respect to the health organization; 

(3) Notification to a health organization by the commissioner that the 
health organization has failed to adhere to its RBC plan or revised RBC plan 
and that the failure has a substantial adverse effect on the ability of the 
health organization to eliminate the Company Action Level Event with 
respect to the health organization in accordance with its RBC plan or revised 
RBC plan; or 

(4) Notification to a health organization by the commissioner of a correc- 
tive order with respect to the health organization. 


History. Section to Section References. 
Acts 2014, ch. 559, § 7. This section is referred to in §§ 56-46-2038, 


56-46-204, 56-46-205, 56-46-206. 
Cross-References. 


Confidentiality of public records, § 10-7-504. 


56-46-208. Confidentiality of RBC reports — Disclosure in advertising, 
etc. prohibited — Reports not to be used for ratemaking. 


(a) All RBC reports, to the extent the information is not required to be set 
forth in a publicly available annual statement schedule, and RBC plans, 
including the results or report of any examination or analysis of a health 
organization performed pursuant to this part and any corrective order issued 
by the commissioner pursuant to examination or analysis, with respect to a 
domestic health organization or foreign health organization that are in the 
possession or control of the department of commerce and insurance shall be 
confidential by law and privileged, shall not be subject to § 10-7-503 or 
§ 56-1-602, shall not be subject to subpoena, and shall not be subject to 
discovery or admissible in evidence in any private civil action. However, the 
commissioner is authorized to use the documents, materials or other informa- 
tion in the furtherance of any regulatory or legal action brought as a part of the 
commissioner’s official duties. 

(b) Neither the commissioner nor any person who received documents, 
materials or other information while acting under the authority of the 
commissioner shall be permitted or required to testify in any private civil 
action concerning any confidential documents, materials or information 
deemed confidential and privileged under subsection (a). 

(c) In order to assist in the performance of the commissioner’s duties, the 
commissioner may: 

(1) Share documents, materials or other information, including the con- 
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fidential and privileged documents, materials or information deemed confi- 

dential and privileged under subsection (a), with other state, federal and 

international regulatory agencies, with the NAIC and its affiliates and 
subsidiaries, and with state, federal and international law enforcement 
authorities; provided, that the recipient agrees to maintain the confidenti- 
ality and privileged status of the document, material or other information; 

(2) Receive documents, materials or information, including otherwise 
confidential and privileged documents, materials or information, from the 

NAIC and its affiliates and subsidiaries, and from regulatory and law 

enforcement officials of other foreign or domestic jurisdictions, and shall 

maintain as confidential or privileged any document, material or informa- 
tion received with notice or the understanding that it is confidential or 
privileged under the laws of the jurisdiction that is the source of the 
document, material or information; and 

(3) Enter into agreements governing sharing and use of information 

consistent with this subsection (c). 

(d) Disclosure of documents, materials or information to the commissioner 
under this section or as a result of sharing as authorized in subsection (c) shall 
not constitute a waiver of any applicable privilege or claim of confidentiality. 

(e) It is the judgment of the legislature that the comparison of a health 
organization’s total adjusted capital to any of its RBC levels is a regulatory tool 
which may indicate the need for corrective action with respect to the health 
organization, and is not intended as a means to rank health organizations 
generally. Therefore, except as otherwise required under this part, the making, 
publishing, disseminating, circulating or placing before the public, or causing, 
directly or indirectly to be made, published, disseminated, circulated or placed 
before the public, in a newspaper, magazine or other publication, or in the form 
of a notice, circular, pamphlet, letter or poster, or over a radio or television 
station, or in any other way, an advertisement, announcement or statement 
containing an assertion, representation or statement with regard to the RBC 
levels of any health organization, or of any component derived in the calcula- 
tion, by any health organization, agent, broker or other person engaged in any 
manner in the insurance business is misleading and is therefore prohibited; 
provided, however, that if any materially false statement with respect to the 
comparison regarding a health organization’s total adjusted capital to its RBC 
levels (or any of them) or an inappropriate comparison of any other amount to 
the health organizations’ RBC levels is published in any written publication 
and the health organization is able to demonstrate to the commissioner with 
substantial proof the falsity of the statement, or the inappropriateness, as the 
case may be, then the health organization may publish an announcement in a 
written publication if the sole purpose of the announcement is to rebut the 
materially false statement. 

(f) It is the further judgment of the legislature that the RBC instructions, 
RBC reports, adjusted RBC reports, RBC plans and revised RBC plans are 
intended solely for use by the commissioner in monitoring the solvency of 
health organizations and the need for possible corrective action with respect to 
health organizations and shall not be used by the commissioner for ratemaking 
nor considered or introduced as evidence in any rate proceeding nor used by 
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the commissioner to calculate or derive any elements of an appropriate 
premium level or rate of return for any line of insurance that a health 
organization or any affiliate is authorized to write. 


History. Section to Section References. 
Acts 2014, ch. 559, § 7. This section is referred to in § 56-46-2083. 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


56-46-209. Construction with other laws — Rules — Exemptions. 


(a) This part is supplemental to any other laws of this state, and shall not 
preclude or limit any other powers or duties of the commissioner under such 
laws, including, but not limited to, chapter 9 of this title. 

(b) The commissioner is authorized to promulgate rules and regulations to 
effectuate the purposes of this part. 

(c) The commissioner may exempt from the application of this part a 
domestic health organization that: 

(1) Writes direct business only in this state; 
(2) Assumes no reinsurance in excess of five percent (5%) of direct 
premium written; and 
(3)(A) Writes direct annual premiums for comprehensive medical busi- 
ness of two million dollars ($2,000,000) or less; or 
(B) Is a limited health service organization that covers less than two 
thousand (2,000) lives. 


History. 
Acts 2014, ch. 559, § 7. 


56-46-210. Foreign health organizations. 


(a)(1) A foreign health organization shall, upon the written request of the 
commissioner, submit to the commissioner an RBC report as of the end of the 
calendar year just ended the later of: 
(A) The date an RBC report would be required to be filed by a domestic 
health organization under this part; or 
(B) Fifteen (15) days after the request is received by the foreign health 
organization. 

(2) A foreign health organization shall, at the written request of the 
commissioner, promptly submit to the commissioner a copy of any RBC plan 
that is filed with the insurance commissioner of any other state. 

(b) In the event of a Company Action Level Event, Regulatory Action Level 
Event or Authorized Control Level Event with respect to a foreign health 
organization as determined under the RBC statute applicable in the state of 
domicile of the health organization, or, if no RBC statute is in force in that 
state, under this part, if the insurance commissioner of the state of domicile of 
the foreign health organization fails to require the foreign health organization 
to file an RBC plan in the manner specified under that state’s RBC statute, or, 
ifno RBC statute is in force in that state, under § 56-46-203, the commissioner 
may require the foreign health organization to file an RBC plan with the 
commissioner. In such event, the failure of the foreign health organization to 
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file an RBC plan with the commissioner shall be grounds to order the health 
organization to cease and desist from writing new insurance business in this 
state. 

(c) In the event of a Mandatory Control Level Event with respect to a foreign 
health organization, if no domiciliary receiver has been appointed with respect 
to the foreign health organization under the rehabilitation and liquidation 
statute applicable in the state of domicile of the foreign health organization, 
the commissioner may make application to the chancery court of Davidson 
County pursuant to chapter 9 of this title with respect to the liquidation of 
property of foreign health organizations found in this state, and the occurrence 
of the Mandatory Control Level Event shall be considered adequate grounds 
for the application. 


History. 
Acts 2014, ch. 559, § 7. 


56-46-211. Immunity of commissioner and department. 


There shall be no liability on the part of, and no cause of action shall arise 
against, the commissioner or the department or its employees or agents for any 
action taken by them in the performance of their powers and duties under this 
part. 


History. 
Acts 2014, ch. 559, § 7. 


56-46-212. When notices by commissioner that may result in regula- 
tory action are effective. 


All notices by the commissioner to a health organization that may result in 
regulatory action under this part shall be effective upon dispatch if transmit- 
ted by registered or certified mail, or in the case of any other transmission shall 
be effective upon the health organization’s receipt of notice. 


History. 
Acts 2014, ch. 559, § 7. 


Cross-References. 
Certified mail in lieu of registered mail, § 1- 
3-111. 


56-46-213. Requirements applicable to RBC reports filed with respect 
to year 2015. 


For RBC reports required to be filed by health organizations with respect to 
2015, the following requirements shall apply in lieu of §§ 56-46-2038, 56-46- 
204, 56-46-205 and 56-46-206: 

(1) In the event of a Company Action Level Event with respect to a 
domestic health organization, the commissioner shall take no regulatory 
action under this part; 

(2) In the event of a Regulatory Action Level Event under § 56-46- 
204(a)(1), (a)(2) or (a)(3) the commissioner shall take the actions required 
under § 56-46-2083; 
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(3) In the event of a Regulatory Action Level Event under § 56-46- 
204(a)(4), (a)(5), (a)(6), (a)(7), (a)(8) or (a)(9) or an Authorized Control Level 
Event, the commissioner shall take the actions required under § 56-46-204 
with respect to the health organization; 

(4) In the event of a Mandatory Control Level Event with respect to a 
health organization, the commissioner shall take the actions required under 
§ 56-46-205 with respect to the health organization. 


History. 


Acts 2014, ch. 559, § 7. 


56-46-214. Severability. 


If any provision of this part, or its application to any person or circumstance, 
is held invalid, that determination shall not affect the provisions or applica- 
tions of this part that can be given effect without the invalid provision or 
application, and to that end the provisions of this part are severable. 


History. 


Acts 2014, ch. 559, § 7. 


Section 


56-47-101. 
56-47-102. 
56-47-103. 
56-47-104. 
56-47-105. 
56-47-106. 
56-47-107. 
56-47-108. 
56-47-109. 
56-47-110. 


56-47-111. 
56-47-112. 


CHAPTER 47 
WORKERS’ COMPENSATION FRAUD ACT 


Short title. 

Chapter definitions. 

Fraudulent insurance acts. 

Unlawful insurance acts. 

Penalties. 

Restitution. 

Violations by licensed professionals deemed moral turpitude. 

Recovery for economic injuries. 

Exclusivity of remedies under § 56-47-108. 

Cooperation with official investigating — Disclosure required — Right of insurer to 
request information. 

Immunity of persons providing information. 

Workers’ compensation on insurance antifraud plans. 


56-47-1011. Short title. 


This chapter shall be known and may be cited as the “Workers’ Compensa- 
tion Fraud Act.” 


History. 


Acts 1996, ch. 944, § 48. 


Section to Section References. 
This chapter is referred to in §§ 50-6-121, 
56-53-112. 


Compiler’s Notes. 

Acts 1996, ch. 944, § 48 provides that this 
chapter shall apply to violations on or after 
July 1, 1996. 


56-47-102. Chapter definitions. 


As used in this chapter, unless the context otherwise requires: 
(1) “Actual malice” means the knowledge that information is false, or 
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reckless disregard of whether it is false; 

(2) “Conceal” means to take affirmative action to prevent others from 
discovering information. Mere failure to disclose information does not 
constitute concealment. Action by the holder of a legal privilege, or one who 
has a reasonable belief that a privilege exists, to prevent discovery of 
privileged information does not constitute concealment; 

(3) “Insurance policy” means the written instrument in which are set 
forth the terms of any binder of coverage or contract of insurance, including 
a binder or contract issued by a state-assigned risk plan, or other forms of 
workers’ compensation insurance; 

(4) “Insurance professional” means sales agents, managing general 
agents, brokers, producers, adjusters and third party administrators; 

(5) “Insurance transaction” means a transaction by, between or among an: 

(A) Insurer or a person who acts on behalf of an insurer; and 

(B) Insured, claimant, applicant for insurance, public adjuster, insur- 
ance professional, practitioner or any person who acts on behalf of any of 
the insureds, claimants, applicants for insurance, public adjusters, insur- 
ance professionals and practitioners, for the purpose of obtaining insur- 
ance or reinsurance, calculating insurance premiums, submitting a claim, 
negotiating or adjusting a claim or otherwise obtaining insurance, self- 
insurance or reinsurance or obtaining the benefits of or from insurance, 
self-insurance or reinsurance; 

(6) “Insurer” means any person purporting to engage in the business of 
insurance or authorized to do business in this state or subject to regulation 
by the state, who undertakes to indemnify another against loss, damage or 
liability arising from a contingent or unknown event related to causes 
arising under title 50, chapter 6; 

(7) “Pattern or practice” means repeated, routine or generalized in nature, 
and not merely isolated or sporadic; 

(8) “Person” means a natural person, company, corporation, unincorpo- 
rated association, partnership, professional corporation, agency of govern- 
ment or any other entity; 

(9) “Practitioner” means a licensee of this state authorized to practice 
medicine and surgery, psychology, chiropractic or law or any other licensee of 
state or person required to be licensed in this state whose services are 
compensated either in whole or in part, directly or indirectly, by insurance 
proceeds; 

(10) “Premium” means consideration paid or payable for coverage under 
an insurance policy. “Premium” includes any payments, whether due within 
the insurance policy term or otherwise, and deductible payments whether 
advanced by the insurer or insurance professional and subject to reimburse- 
ment by the insured or otherwise, any self-insured retention or payments, 
whether advanced by the insurer or insurance professionals and subject to 
reimbursement by the insured or otherwise, and any collateral or security to 
be provided to collateralize obligations to pay any of the above; 

(11) “Premium avoidance” means any intentional material misrepresen- 
tation by an employer of any or all of the four (4) premium determinants. The 
determinants are employee job classifications, amount of payroll in each 
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classification, geographic location of insured operations, and history of past 


losses. Intentional misrepresentation of each of these items can affect the 


total premium charged by an insurer to a workers’ compensation risk; 
(12) “Reckless” means without reasonable belief of the truth, or, for the 
purposes of § 56-47-104(a)(3), with a high degree of awareness of probable 


insolvency; and 


(13) “Withhold” means to fail to disclose facts or information that any law 
other than this chapter requires to be disclosed. Mere failure to disclose 
information does not constitute “withholding” if the one failing to disclose 
reasonably believes that there is no duty to disclose. 


History. 
Acts 1996, ch. 944, § 48; 1998, ch. 1024, § 11. 


Section to Section References. 
This section is referred to in § 56-53-112. 


NOTES TO DECISIONS 


Analysis 


1. Insurer. 
2. Insurance Transaction. 


1. Insurer. 

Trial court did not err in ruling that a claim- 
ant’s false deposition testimony was not a 
fraudulent insurance act within the meaning of 
T.C.A. § 56-47-103 because the employer was 
not purporting to engage in the business of 
insurance; moreover, although the employer 
was self-insured for workers’ compensation 
purposes and therefore subject to regulation by 
the state, the employer had not undertaken to 


indemnify another against loss, damage or li- 
ability arising from a contingent or unknown 
event related to causes arising under title 50, 
chapter 6. Bryant v. Baptist Health Sys. Home 
Care of East Tennessee, 213 S.W.3d 743, 2006 
Tenn. LEXIS 1144 (Tenn. Dec. 21, 2006). 


2. Insurance Transaction. 

Workers’ Compensation Fraud Act, T.C.A. 
§ 56-47-101 et seq., does not define insurance 
transaction to include the litigation of a work- 
ers’ compensation claim. Bryant v. Baptist 
Health Sys. Home Care of East Tennessee, 213 
S.W.3d 743, 2006 Tenn. LEXIS 1144 (Tenn. Dec. 
21, 2006). 


56-47-1003. Fraudulent insurance acts. 


(a) Any person who, knowingly and with intent to defraud, and for the 
purpose of depriving another of property or for pecuniary gain, commits or 
participates in or permits its employees or its agents to commit any of the 
following acts, has committed a fraudulent insurance act: 

(1) Presents, causes to be presented or prepares with knowledge or belief 


that it will be presented, by or on behalf of an insured, insurer, claimant or 
applicant to an insurer or insurance professional in connection with an 
insurance transaction any information that contains false representations 
as to any material fact, or that withholds or conceals a material fact 
concerning any of the following: 
(i) The application for, rating of or renewal of, any insurance policy; 
(ii) A claim for payment or benefit pursuant to any insurance policy; or 
(iii) Payments made in accordance with the terms of any insurance 
policy; 

(2) Presents, causes to be presented or prepares with knowledge or belief 
that it will be presented, to or by an insurer or insurance professional in 
connection with an insurance transaction, any information that contains 
false representations as to any material fact, or that withholds or conceals a 
material fact, concerning any of the following: 
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(i) The solicitation for sale of any insurance policy or purported insur- 
ance policy; : 
(ii) An application for certificate of authority; or 
(iii) The financial condition of any insurer; 

(3) Solicits or accepts new or renewal insurance risks by or for an 
insolvent insurer; 

(4) Removes the assets or records of assets, transactions and affairs or the 
material part of the assets or records of assets, transactions and affairs from 
the home office or other place of business of the insurer, or from the place of 
safekeeping of the insurer, or destroys or sequesters the same from the 
department of commerce and insurance; 

(5) Diverts, misappropriates, converts or embezzles funds of an insurer, 
an insured, claimant or applicant for insurance in connection with: 

Gi) An insurance transaction; or 
Gi) The conduct of business activities by an insurer or insurance 
professional; or 

(6) Presents, causes to be presented or prepares with knowledge or belief 
that it will be presented, by or on behalf of an insured or insurer, or 
insurance professional, to a claimant or any other person in connection with 
an insurance transaction, any information that contains false representa- 
tions as to any material fact, or that withholds or conceals a material fact 


concerning any of the following: 


(i) Aclaim for payment or benefit pursuant to any insurance policy; or 
(ii) Payments made in accordance with the terms of any insurance 


policy. 


(b) It is unlawful for any person to commit, or to attempt to commit, or to 
aid, assist, abet or solicit another to commit, or to conspire to commit a 


fraudulent insurance act. 


(c) A practitioner violates this section only if the practitioner has been 
engaged in conduct that constitutes a pattern or practice of violation of this 


section. 


(d) It is unlawful for an employer subject to the Workers’ Compensation 
Law, compiled in title 50, chapter 6, to intentionally fail to secure payment of 
compensation by providing workers’ compensation insurance coverage or by 
qualifying as a self-insurer pursuant to the workers’ compensation law. 


History. 
Acts 1996, ch. 944, § 48; 2000, ch. 852, § 10. 


Compiler’s Notes. 

Acts 2000, ch. 852, § 21, provided that the 
act shall take effect upon passage (May 31, 
2000). Section 21 further provided that sections 
10-16 of the act shall be effective for violations 


occurring on and after January 21, 2001, and 
section 19 of the act shall be effective on July 1, 
2000. 


Section to Section References. 

This section is referred to in §§ 56-47-105, 
56-47-106, 56-47-107, 56-47-108, 56-47-110, 56- 
AT 112, 


NOTES TO DECISIONS 


1. Application. 

Trial court did not err in ruling that a claim- 
ant’s false deposition testimony was not a 
fraudulent insurance act within the meaning of 
T.C.A. § 56-47-103 because the employer was 


not purporting to engage in the business of 
insurance; moreover, although the employer 
was self-insured for workers’ compensation 
purposes and therefore subject to regulation by 
the state, the employer had not undertaken to 
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indemnify another against loss, damage or li-_ chapter 6. Bryant v. Baptist Health Sys. Home 
ability arising from a contingent or unknown Care of East Tennessee, 213 S.W.3d 743, 2006 
event related to causes arising under title 50, Tenn. LEXIS 1144 (Tenn. Dec. 21, 2006). 


Collateral References. form Insurers Liquidation Act. 44 A.L.R.5th 
Validity, construction, and application of Uni- 683. 


56-47-104. Unlawful insurance acts. 


(a) Any person who commits, or participates in, or permits its employees or 
its agents to commit any of the following acts with an intent to induce reliance, 
has committed an unlawful insurance act: 

(1) Presents, causes to be presented or prepares with knowledge or belief 
that it will be presented, by or on behalf of an insured, insurer, claimant or 
applicant to an insurer or insurance professional in connection with an 
insurance transaction, any information that the person knows to contain 
false representations, or representations, the falsity of which the person has 
recklessly disregarded, as to any material fact, or that withholds or conceals 
a material fact, concerning any of the following: 

(i) The application for, rating of or renewal of, any insurance policy; 

(11) Aclaim for payment or benefit pursuant to any insurance policy; or 

(iii) Payments made in accordance with the terms of any insurance 
policy; 

(2) Presents, causes to be presented, or prepares with knowledge or belief 
that it will be presented, to or by an insurer, insurance professional in 
connection with an insurance transaction, any information that the person 
knows to contain false representations, or representations, the falsity of 
which the person has recklessly disregarded, as to any material fact, or that 
withholds or conceals a material fact, concerning any of the following: 

(i) The solicitation for sale of any insurance policy or purported insur- 
ance policy; 

(i) An application for certificate of authority; or 

(iii) The financial condition of any insurer; 

(3) Solicits or accepts new or renewal insurance risks by or for an insurer 
that the person knows was insolvent or the insolvency of which the person 
recklessly disregards; 

(4) Presents, causes to be presented, or prepares with knowledge or belief 
that it will be presented, by or on behalf of an insured or insurer, or 
insurance professional or any other person to a claimant in connection with 
an insurance transaction, any information that the person knows to contain 
false representations, or representations, the falsity of which the person has 
recklessly disregarded, as to any material fact, or that withholds or conceals 
a material fact, concerning any of the following: 

(i) Aclaim for payment for benefit pursuant to any insurance policy; or 
(ii) Payments made in accordance with the terms of any insurance 
policy. 

(b) It is unlawful for any person to commit, or to attempt to commit, or to 
aid, assist, abet or solicit another to commit, or to conspire to commit an 
unlawful insurance act. 
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(c) A practitioner violates this section only if the practitioner has been 
engaged in conduct that constitutes a pattern or practice of violation of this 
section. 


History. Collateral References. 
Acts 1996, ch. 944, § 48. Validity, construction, and application of Uni- 
form Insurers Liquidation Act. 44 A.L.R.5th 


Section to Section References. 
This section is referred to in §§ 56-47-102, 
56-47-108, 56-47-110, 56-47-112. 


683. 


56-47-105. Penalties. 


Violations of § 56-47-103(a), (b) and (c) are to be valued according to 
§ 39-11-106(a)(36), and punished as theft under § 39-14-105. Violations of 
§ 56-47-103(d) shall be valued to include the total amount of workers’ 
compensation premiums that the employer avoided paying, to be calculated by 
utilizing the appropriate Tennessee assigned risk plan advisory prospective 
loss cost and multiplier for such an employer for the total number of years, and 
parts of years, during which the employer was subject to the workers’ 
compensation law and intentionally failed to secure payment of compensation 
as required by the workers’ compensation law, and the violations shall be 
punished as theft under § 39-14-105. 


History. further provided that sections 10-16 of the act 
Acts 1996, ch. 944, § 48; 1998, ch. 1024, — shall be effective for violations occurring on and 
§ 12; 2000, ch. 852, § 11. after January 21, 2001, and section 19 of the 


Comoilena Notes. act shall be effective on July 1, 2000. 


Acts 2000, ch. 852, § 21, provided that the Section to Section References. 
act shall take effect May 31, 2000. Section 21 This section is referred to in § 56-47-108. 


56-47-106. Restitution. 


(a) A person convicted of a violation of § 56-47-103 shall be ordered to make 
monetary restitution for any financial loss or damages sustained by an injured 
employee or any other person as a result of the violation. Financial loss or 
damage shall include, but is not necessarily limited to, loss of earnings, 
out-of-pocket and other expenses, paid deductible amounts under an insurance 
policy, insurer claim payments, costs reasonably attributed to investigations 
and recovery efforts by owners, insurers, insurance professionals, law enforce- 
ment and other public authorities, and costs of prosecution. 

(b) When restitution is ordered, the court shall determine its extent and 
methods. Restitution may be imposed in addition to a fine and, if ordered, any 
other penalty, but not in lieu thereof. The court shall determine whether 
restitution, if ordered, shall be paid in a single payment or installments and 
shall fix a period of time within which payment of restitution is to be made in 
full. 


History. 
Acts 1996, ch. 944, § 48. 
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56-47-107. Violations by licensed professionals deemed moral turpi- 
tude. 


Any practitioner determined by the court to have violated § 56-47-103 shall 
be deemed to have committed an act involving moral turpitude that is inimical 
to the public well-being. The court or prosecutor shall notify the appropriate 
licensing authority in this state of the judgment for appropriate disciplinary 
action, including revocation of any such professional’s license, and may notify 
appropriate licensing authorities in any other jurisdictions where the practi- 
tioner is licensed. Any victim may notify the appropriate licensing authorities 
in this state and any other jurisdiction where the practitioner is licensed, of the 
conviction. The state licensing authority shall take appropriate administrative 
action authorized by state law, to consider the imposition of any administrative 
sanctions or license revocations as provided by law against the practitioner. It 
is recommended by the general assembly that the state supreme court shall 
take appropriate action, including, but not limited to, disbarment with respect 
to any attorney found guilty of such felony. All the referrals to the appropriate 
licensing or other agencies, and all dispositive actions of the licensing or other 
agencies, shall be a matter of public record. 


History. 
Acts 1996, ch. 944, § 48. 


56-47-108. Recovery for economic injuries. 


(a)(1) Any person economically injured by reason of a violation of § 56-47- 
104 may recover for the economic injury from the person violating § 56-47- 
104, in any appropriate court, the following: 

(i) Return of any profit, benefit, compensation or payment received by 
the person violating § 56-47-104 directly resulting from the violation; and 

(ii) Reasonable attorney’s fees, related legal expenses, including inter- 
nal legal expenses and court costs. 

(2) An action maintained under this subsection (a) may neither be 
certified as a class action nor be made part of a class action. 
(b)(1) Any person economically injured by reason of a violation of § 56-47- 
103 may recover for the economic injury from the person violating § 56-47- 
103, in any appropriate court, the following: 

(i) Return of any profit, benefit, compensation or payment received by 
the person violating § 56-47-103 directly resulting from the violation; 

(ii) Reasonable attorney’s fees, related legal expenses, including inter- 
nal legal expenses and court costs; 

(iii) All other economic damages directly resulting from the violation of 
§ 56-47-1083; 

(iv) Reasonable investigative fees based on a reasonable estimate of the 
time and expense incurred in the investigation of the violation or viola- 
tions of § 56-47-103 proved at trial; and 

(v) A penalty of no less than one thousand dollars ($1,000) and no 
greater than ten thousand dollars ($10,000). 

(2) An action maintained under this subsection (b) may neither be 
certified as a class action nor be made part of a class action. 
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(c) Any person injured in the course of employment or in such person’s 
business or property by a person violating § 56-47-103, upon a showing of clear 
and convincing evidence that the violation was part of a pattern or practice of 
such violations, shall be entitled to recover threefold the injured person’s 
economic damages. An action for treble damages must be brought within one 
(1) year of the last to occur of the violations. One third (1%) of the treble 
damages awarded shall be payable to the state to be used solely for the purpose 
of investigation and prosecution of violations of this chapter or other fraudu- 
lent behavior relating to insurance transactions, and/or for public education 
relating to workers’ compensation insurance fraud. An action maintained 
under this subsection (c) may neither be certified as a class action nor be made 
part of a class action, unless the violations of § 56-47-103 giving rise to the 
action resulted in criminal conviction of the violator or violators under 
§ 56-47-105. 

(d)(1) The attorney general and reporter has the authority to maintain civil 
proceedings on behalf of the department of commerce and insurance and any 
victims of violations of § 56-47-1038. In any such action, the court shall 
proceed as soon as practicable to the hearing and determination of the 
proceedings. Pending final determination of the proceedings, the court may 
at any time enter restraining orders or prohibitions, or take other actions, 
including the acceptance of satisfactory performance bonds, as it shall deem 
proper. 

(2) The court has the jurisdiction to prevent and restrain violations of 
§ 56-47-103 by issuing appropriate orders. 

(3) In any action commenced under this subsection (d), the court, upon 
finding that any person has violated § 56-47-103, shall levy a fine of up to 
five thousand dollars ($5,000) for each violation. 

(e) Any court in which a prosecution for violation of § 56-47-103 is pending 
shall have authority to stay or limit proceedings in any civil action regarding 
the same or related conduct. Any court in which is pending a civil action 
brought pursuant to subsection (d) may stay or limit proceedings in actions 
brought pursuant to subsections (a)-(c) regarding the same or related conduct, 
or may transfer the actions or consolidate them before itself or allow the 
plaintiffs in such actions to participate in the action brought pursuant to 
subsection (d), as it shall prescribe. 

(f) Any civil cause of action under this section for violation of § 56-47-103 or 
§ 56-47-104 must be brought within one (1) year of the commission of the last 
occurring of the acts constituting the violation, or within one (1) year of the 
time the plaintiff discovered, or with reasonable diligence could have discov- 
ered, the acts, whichever is later. 

(g) Any person economically injured by reason of a violation of § 56-47-103 
or § 56-47-104 may recover under only one (1) of the subsections in this 
section. 


History. Section to Section References. 
Acts 1996, ch. 944, § 48. This section is referred to in § 56-47-109. 
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56-47-109. Exclusivity of remedies under § 56-47-108. 


(a) The remedies expressly provided in § 56-47-108 shall be the only private 
remedies for violations of this chapter and no additional remedies shall be 
implied. The remedies available under § 56-47-108 shall not be used in 
conjunction with or in addition to any other remedies available at law or in 
equity to duplicate recovery for the same element of economic damage. 
Further, in any civil action pleading both exemplary damages and the treble 
damages available in § 56-47-108(c), the plaintiff shall elect one or the other 
remedy, but not both, at the conclusion of the evidentiary phase of the trial. 

(b) However, nothing in this chapter shall limit or abrogate any right of 
action that would have existed in the absence of this chapter, but no action 
based on such a right shall rely on this chapter to establish a standard of 
conduct or for any other purpose. 


History. 
Acts 1996, ch. 944, § 48. 


56-47-110. Cooperation with official investigating — Disclosure re- 
quired — Right of insurer to request information. 


(a) When any law enforcement official or authority, the department of 
commerce and insurance or department of labor and workforce development 
requests information from an insurer, insurance professional or any other 
person for the purpose of detecting, prosecuting or preventing insurance fraud, 
the insurer, insurance professional or other person shall take all reasonable 
actions to promptly provide the information requested, subject to any legal 
privilege protecting the information. 

(b) Any insurer, insurance professional or other person who has reasonable 
belief that an act violating § 56-47-1038 or § 56-47-104 will be, is being, or has 
been committed, shall furnish and disclose any information in its possession 
concerning the act to the appropriate law enforcement official or authority, 
department of commerce and insurance or department of labor and workforce 
development, subject to any legal privilege protecting the information. 

(c) An insurer, insurance professional or other person providing information 
to any law enforcement, regulatory, licensing or other governmental agency 
under subsection (a) or (b), shall have the right to request information in the 
possession or control of the agency relating to the suspected violation or to a 
pattern of related activity, except information that was privileged or confiden- 
tial under the laws of this state prior to its submission to the agency. In 
instances where disclosure would not jeopardize an ongoing investigation or 
prosecution, the agency shall provide the requested information to the insurer, 
insurance professional or other person. The agency may request that the 
insurer, insurance professional or other person keep the disclosed information 
confidential. 

(d) Any person that has a reasonable belief that an act violating this chapter 
will be, is being, or has been committed or any person who collects, reviews or 
analyzes information concerning insurance fraud, may furnish and disclose 
any information in its possession concerning the act to an authorized repre- 


56-47-111 INSURANCE 554 
sentative of an insurer that requests the information for the purpose of 
detecting, prosecuting or preventing insurance fraud. . 

(e) Failure to cooperate with a request for information from an appropriate 
local or state authority shall bar a person’s eligibility for restitution from any 


proceeds resulting from the governmental investigation and prosecution. 


Section to Section References. 
This section is referred to in § 56-47-111. 


History. 
Acts 1996, ch. 944, § 48; 1999, ch. 520, § 42. 


56-47-111. Immunity of persons providing information. 


In the absence of actual malice, no person furnishing, disclosing or request- 
ing information pursuant to § 56-47-110 shall be subject to civil liability for 
libel, slander or any other cause of action arising from the furnishing, 
disclosing or requesting of the information. No person providing information 
pursuant to § 56-47-110(a) shall be subject to civil liability for any cause of 
action arising from the person’s provision of requested information. Any person 
against whom any action is brought who is found to be immune from liability 
under this section shall be entitled to recover reasonable attorney’s fees and 
costs from the person or party who brought the action. This section does not 
abrogate or modify in any way any common law or statutory privilege or 
immunity heretofore enjoyed by any person. 


History. 
Acts 1996, ch. 944, § 48. 


Collateral References. 
What constitutes activity of employee, other 


A.L.R.6th 499. 

What constitutes activity of employee pro- 
tected under state whistleblower protection 
statute covering employee’s report, disclosure, 
notification, or the like of wrongdoing — Suffi- 


than reporting wrongdoing, protected under 


state whistleblower protection statute. 13 ciency of report. 10 A.L.R.6th 531. 


56-47-112. Workers’ compensation on insurance antifraud plans. 


(a)(1) Every insurer shall prepare, implement, maintain and submit to the 
department of commerce and insurance a workers’ compensation insurance 
anti-fraud plan. 

(2) Each insurer’s anti-fraud plan shall outline specific procedures to: 

(A) Prevent, detect and investigate all forms of insurance fraud, includ- 
ing fraud involving the insurer’s employees or agents; fraud resulting from 
misrepresentations in the application, renewal or rating of insurance 
policies; claims fraud; and security of the insurer’s data processing system; 

(B) Educate appropriate employees on fraud detection and the insurer’s 
anti-fraud plan; 

(C) Provide for the hiring of or contracting for fraud investigators; 

(D) Report insurance fraud to appropriate law enforcement and regu- 
latory authorities in the investigation and prosecution of insurance fraud; 
and 

(K) Pursue restitution for financial loss caused by insurance fraud, 
where appropriate. 

(3) The commissioner may review each insurer’s anti-fraud plan to 
determine if it complies with the requirements of this section. 
(4) It is the responsibility of the commissioner to assure insurer compli- 
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ance with anti-fraud plans submitted to the commissioner. The commis- 

sioner may require reasonable modification of the insurer’s anti-fraud plan, 

or may require other reasonable remedial action if the review or examina- 
tion reveals substantial noncompliance with the terms of the insurer’s own 
anti-fraud plan. 

(5) The commissioner may require each insurer to file a summary of the 
insurer’s anti-fraud activities and results. The anti-fraud plans and the 
summary of the insurer’s anti-fraud activities and results are not public 
records and are exempt from title 10, chapter 7, part 5, and shall be 
proprietary and not subject to public examination, and shall not be discov- 
erable or admissible in civil litigation. 

(6) This section confers no private rights of action. 

(b)(1) All printed applications for insurance, and all printed claim forms 

provided and required by an insurer or required by law as a condition of 

payment of a claim, shall contain a statement, permanently affixed to the 
application or claim form, that clearly states in substance the following: 

“It is a crime to knowingly provide false, incomplete or misleading 
information to any party to a workers’ compensation transaction for the 
purpose of committing fraud. Penalties include imprisonment, fines and 
denial of insurance benefits.” 

(2) The lack of a statement required in this section does not constitute a 
defense in any criminal prosecution under § 56-47-103 nor in any civil 
action under § 56-47-1003 or § 56-47-104. 

(c) Notwithstanding any other provision of title 56, the following are the 
exclusive monetary penalties for a violation of this section. Insurers that fail to 
prepare, implement, maintain and submit to the department of commerce and 
insurance an insurance anti-fraud plan are subject to a penalty of five hundred 
dollars ($500) per day, not to exceed twenty-five thousand dollars ($25,000). 


History. 
Acts 1996, ch. 944, § 48. 


CHAPTER 48 
PROVIDER-SPONSORED ORGANIZATION ACT OF 1998 


Section 

56-48-101. Short title. 

56-48-102. Chapter definitions. 

56-48-103. “Medicare+Choice” programs — Licensure — Waiver. 
56-48-104. Rules and regulations. 


56-48-101. Short title. 


This chapter shall be known and may be cited as the “Provider-Sponsored 
Organization Act of 1998.” 


History. 
Acts 1998, ch. 896, § 2. 
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56-48-102. Chapter definitions. 


+ 


As used in this chapter, unless the context otherwise requires: 

(1) “Commissioner” means the commissioner of commerce and insurance; 

(2) “Health care services” means a health or medical care procedure or 
service rendered by a health care provider that: 

(A) Provides testing, diagnosis or treatment of a human disease or 
dysfunction; or 

(B) Dispenses drugs, medical devices, medical appliances, or medical 
goods for the treatment of a human disease or dysfunction; 

(3) “HHS” means the United States department of health and human 
services; 

(4) “Medicare+Choice program” means the criteria developed by United 
States Public Law 105-33, The Balanced Budget Act of 1997 (BBA), whereby 
risk-bearing organizations are permitted to offer health insurance or health 
benefits coverage to Medicare-eligible enrollees through a Medicare+Choice 
plan; 

(5) “Provider” means any person, including a physician or hospital that is 
licensed or otherwise authorized in this state to provide health care services; 
and 

(6) “Provider-sponsored organization” or “PSO” means a public or private 
entity that: 

(A) Is established or organized, and operated, by a health care provider, 
or group of affiliated health care providers; 

(B) Provides a substantial proportion, as defined by rule or regulation 
promulgated by HHS, of the health care items and services under the 
Medicare+Choice program directly through the provider or affiliated 
group of providers; and 

(C)G) With respect to which the affiliated providers share, directly or 

indirectly, substantial financial risk with respect to the provision of such 

items and services and have at least a majority financial interest in the 
entity; 

(ii) As used in subdivision (6)(C)(i), a provider is “affiliated” with 
another provider if, through contract, ownership or otherwise: 

(a) One (1) provider, directly or indirectly, controls, is controlled by, 
or is under common control with the other; 

(b) The providers are part of a controlled group of corporations 
under the Internal Revenue Code of 1986, § 1563; 

(c) Each provider is a participant in a lawful combination under 
which each provider shares substantial] financial risk in connection 
with the organization’s operations; or 

(dq) The providers are part of an affiliated service group under the 
Internal Revenue Code of 1986, § 414. 


History. is codified throughout the United States Code. 

Acts 1998, ch. 896, § 3. Provisions concerning the “Medicare + Choice” 

, program appear as 42 U.S.C. § 1395w-21 et 
Compiler’s Notes. seq. 


Public Law 105-33, referred to in this section, Sections 414 and 1563 of the Internal Rev- 
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enue Code of 1986, referred to in this section, 
are codified as 26 U.S.C. §§ 414 and 1563, 
respectively. 


56-48-103. “Medicare+Choice” programs — Licensure — Waiver. 


Before an entity may operate under the Medicare+Choice program, the 
entity must obtain a license from the commissioner or be a PSO that obtains 
a waiver of the requirement for state licensure from HHS in accordance with 
United States Public Law 105-33, the Balanced Budget Act of 1997. Any entity 
that obtains such a waiver is not required to obtain a license from the 
commissioner to operate as a PSO offering a Medicare+Choice plan in this 
state. 


History. | is codified throughout the United States Code. 
Acts 1998, ch. 896, § 4. Provisions concerning the “Medicare + Choice” 
Reaminilen’s Notes, ee appear as 42 U.S.C. § 1395w-21 et 


Public Law 105-338, referred to in this section, 


56-48-104. Rules and regulations. 


The commissioner is authorized to adopt rules and regulations in accordance 
with the Uniform Administrative Procedures Act, compiled in title 4, chapter 
5, to implement this chapter, including solvency standards, that do not impose 


requirements in addition to those required by federal regulations applicable to 
PSOs. 


History. 
Acts 1998, ch. 896, § 5. 
CHAPTER 49 
TENNESSEE CREDITOR-PLACED INSURANCE ACT OF 
1999 


Section 

56-49-101. Short title — Purpose. 

56-49-102. Applicability — Enforcement. 

56-49-103. Chapter definitions. 

56-49-104. Effective dates of insurance — Insurance charges. 
56-49-105. Premium rates. 

56-49-106. Exclusion from coverage. 

56-49-107. Policy delivery to debtor. 

56-49-108. Commissioner approval of forms and rates. 
56-49-109. Refund of unearned premiums and charges. 
56-49-110. Payment in event of loss. 

56-49-111. Creditor right to require insurance. 

56-49-112. Premium remittance — Commissions. 

56-49-113. Disclosure of insurance requirement. 

56-49-114. Investigations — Hearings and proceedings — Penalties for violations. 
56-49-115. Rules and regulations. 


56-49-101. Short title — Purpose. 


(a) This chapter shall be known and may be cited as the “Tennessee 
Creditor-Placed Insurance Act of 1999.” 
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(b) The purposes of this chapter are to: 
(1) Promote the public welfare by regulating creditor-placed i insurance; 
(2) Create a legal framework within which creditor-placed insurance may 
be written in this state; 
(3) Help maintain the separation between creditors and insurers; and 
(4) Minimize the possibilities of unfair competitive practices in the sale of 
creditor-placed insurance. 


History. 
Acts 1999, ch. 144, § 1. 


56-49-102. Applicability — Enforcement. 


(a) This chapter applies to an insurer or agent transacting creditor-placed 
insurance as defined in this chapter. 

(b) All creditor-placed insurance written in connection with credit transac- 
tions for personal, family or household purposes is subject to this chapter, 
except: 

(1) Transactions involving extensions of credit primarily for business or 
commercial purposes; 

(2) Insurance on collateralized real property; 

(3) Insurance offered by the creditor and elected by the debtor at the 
debtor’s option; 

(4) Insurance for which no specific charge is made to the debtor or the 
debtor’s account; or 

(5) Blanket insurance, whether paid for by the debtor or the creditor. 

(c) Nothing in this chapter shall be construed to create or imply a private 
cause of action for violation of this chapter, and the commissioner shall have 
authority to bring administrative or judicial proceedings to enforce this 
chapter. 


History. 
Acts 1999, ch. 144, § 2. 


56-49-103. Chapter definitions. 


As used in this chapter, unless the context otherwise requires: 

(1) “Actual cash value (ACV)” means the cost of replacing damaged or 
destroyed property with comparable new property, minus depreciation and 
obsolescence; 

(2) “Agent” means a person who receives a commission for insurance 
placed or written or who, on behalf of an insurer or creditor, solicits, 
negotiates, effects, procures, delivers, renews, continues or binds policies of 
insurance to which this chapter applies, except a regular salaried officer, 
employee or other representative of an insurer who devotes substantially all 
working time to activities other than those specified here and who receives 
no compensation that is directly dependent on the amount of insurance 
business written, and except a regular salaried officer or employee of a 
creditor who receives no compensation that is directly dependent on the 
amount of insurance effected or procured; 
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(3) “Blanket insurance” means insurance that provides coverage on 
collateral as defined in a policy issued to a creditor, without specifically 
listing the collateral covered; 

(4) “Collateral” means personal property that is pledged as security for 
the satisfaction of a debt; 

(5) “Commissioner” means the commissioner of commerce and insurance; 

(6) “Credit agreement” means the written document that sets forth the 
terms of the credit transaction and includes the security agreement; 

(7) “Credit transaction” means a transaction by the terms of which the 
repayment of money loaned or credit commitment made, or payment of 
goods, services or properties sold or leased, is to be made at a future date or 
dates; 

(8) “Creditor” means the lender of money or vendor or lessor of goods, 
services, property, rights or privileges for which payment is arranged 
through a credit transaction, or any successor to the right, title or interest of 
a lender, vendor or lessor; 

(9) “Creditor-placed insurance” means insurance that is purchased uni- 
laterally by the creditor, who is the named insured, subsequent to the date 
of the credit transaction, providing coverage against loss, expense or damage 
to collateralized personal property as a result of fire, theft, collision or other 
risks of loss that would either impair a creditor’s interest or adversely affect 
the value of collateral covered by limited dual interest insurance. It is 
purchased according to the terms of the credit agreement as a result of the 
debtor’s failure to provide required physical damage insurance, with the cost 
of the coverage being charged to the debtor. It shall be either single interest 
insurance or limited dual interest insurance; 

(10) “Debtor” means the borrower of money or a purchaser or lessee of 
goods, services, property, rights or privileges, for which payment is arranged 
through a credit transaction; 

(11) “Insurance tracking” means monitoring evidence of insurance on 
collateralized credit transactions to determine whether insurance required 
by the credit agreement has lapsed, and communicating with debtors 
concerning the status of insurance coverage; 

(12) “Insurer” means an insurance company, association or exchange 
authorized to issue insurance policies in this state; 

(13) “Lapse” means that the insurance coverage required by the credit 
agreement is not in force; 

(14) “Limited dual interest insurance” means insurance purchased by the 
creditor to insure its interest in the collateral securing the debtor’s credit 
transaction. This insurance waives the three (3) conditions for loss payment 
under single interest insurance and extends coverage on the collateral while 
in the possession of the debtor; 

(15) “Loss ratio” means the ratio of incurred losses to earned premium; 

(16) “Net debt” means the amount necessary to liquidate the remaining 
debt in a single lump-sum payment, excluding all unearned interest and 
other unearned charges; and 

(17) “Single interest insurance” means insurance purchased by the credi- 
tor to insure its interest in the collateral securing a debtor’s credit transac- 


56-49-104 INSURANCE 560 


tion. Three (3) conditions must be met for payment of loss under the policy: 
(A) The debtor has defaulted in payment; 
(B) The creditor has legally repossessed the collateral, unless collateral 
has been stolen from the debtor; and 
(C) The creditor has suffered an impairment of interest. 


History. 
Acts 1999, ch. 144, § 3. 


56-49-104. Effective dates of insurance — Insurance charges. 


(a) Creditor-placed insurance shall become effective on the latest of the 
following dates: 

(1) The date of the credit transaction; 

(2) The date prior coverage, including prior creditor-placed insurance 
coverage, lapsed; 

(3) One (1) year before the date on which the related insurance charge is 
made to the debtor’s account; or 

(4) A later date provided for in the agreement between the creditor and 
insurer. 

(b) Creditor-placed insurance shall terminate on the earliest of the following 
dates: 

(1) The date other acceptable insurance becomes effective, subject to the 
debtor providing acceptable evidence of the other insurance to the creditor; 

(2) The date the collateralized personal property is repossessed, unless 
the property is returned to the debtor within ten (10) days of the 
repossession; 

(3) The date the collateralized personal property is determined by the 
insurer to be a total loss; 

(4) The date the debt is completely extinguished; or 

(5) An earlier date specified in the individual policy or certificate of 
insurance. 

(c) An insurance charge shall not be made to a debtor for a term longer than 
the scheduled term of the creditor-placed insurance when it becomes effective, 
nor may an insurance charge be made to the debtor for creditor-placed 
insurance before the effective date of the insurance. 

(d) If a charge is made to a debtor for creditor-placed insurance coverage 
that exceeds a term of one (1) year, the debtor shall be notified at least annually 
that the insurance will be cancelled and a refund or credit of unearned charges 
made if evidence of acceptable insurance secured by the debtor is provided. 


History. Section to Section References. 
Acts 1999, ch. 144, § 4. ' This section is referred to in § 56-49-109. 


56-49-105. Premium rates. 


(a) Premiums for creditor-placed insurance coverage may be calculated 
based on: . 

(1) An amount not exceeding the net debt even though the coverage may 

limit the insurer’s liability to the net debt, actual cash value or cost of repair; 
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or 
(2) Other premium calculation methods that more closely reflect the 
exposure of each item insured and approximate the premium calculation 
method of the coverage required by the credit agreement. 

(b) An insurer shall not write creditor-placed insurance for which the 
premium rate differs from that determined by the schedules of the insurer on 
file with the commissioner. The premium or amount charged to the debtor for 
creditor-placed insurance shall not exceed the premiums charged by the 
insurer, computed at the time the charge to the debtor is determined. 

(c) A method of billing insurance charges to the debtor on closed-end credit 
transactions that creates a balloon payment at the end of the credit transaction 
or extends the credit transaction’s maturity date is prohibited, unless specifi- 
cally disclosed at the time of the origination of the credit agreement and 
specifically agreed to by the debtor at the time the charge is added to the 
outstanding credit balance. 


History. Section to Section References. 
Acts 1999, ch. 144, § 5. This section is referred to in § 56-49-110. 


56-49-106. Exclusion from coverage. 


(a) Creditor-placed insurance coverage shall not include: 
(1) Coverage for the cost of repossession; 
(2) Skip, confiscation and conversion coverage; 
(3) Coverage for payment of mechanics’ or other liens that do not arise 
from a covered loss occurrence; 
(4) Coverage that requires a debtor’s insurance deductible to be less than 
two hundred dollars ($200); or 
(5) Coverage that is broader than the insurance coverages that meets the 
minimum insurance requirements of the credit agreement. 
(b) Nothing in this section shall be deemed to prohibit the issuance of a 
separate policy or endorsement providing the coverages listed in subsection 
(a). However, no charge shall be passed along to the debtor for the coverages. 


History. 
Acts 1999, ch. 144, § 6. 


56-49-107. Policy delivery to debtor. 


Creditor-placed insurance shall be set forth in an individual policy or 
certificate of insurance. A copy of the individual policy, certificate of insurance 
coverage, or other evidence of insurance coverage shall be mailed, first class 
mail, or delivered in person to the last known address of the debtor. 


History. Section to Section References. 
Acts 1999, ch. 144, § 7. This section is referred to in § 56-49-1183. 


56-49-108. Commissioner approval of forms and rates. 


(a) All policy forms and certificates of insurance to be delivered or issued for 
delivery in this state and the schedules of premium rates pertaining to the 
policy forms or certificates shall be filed with the commissioner. 
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(b) The commissioner shall within thirty (30) days after the filing of the 
policy forms and certificates of insurance disapprove a form that does not 
conform to this chapter or to other applicable provisions of the insurance 
statutes and regulations and shall, within thirty (30) days of filing, disapprove 
a schedule of premium rates pertaining to the form if it does not conform to the 
standard set forth in subsection (e). 

(c) If the commissioner disapproves a form or schedule of premium rates in 
accordance with subsection (b), the commissioner shall promptly notify the 
insurer in writing of the disapproval, and it shall be unlawful for the insurer 
to issue or use the form or schedule. In the notice, the commissioner shall 
specify the reasons for disapproval and state that a hearing will be granted 
upon request pursuant to the Uniform Administrative Procedures Act, com- 
piled in title 4, chapter 5. 

(d) Unless the commissioner disapproves the form or schedule of premium 
rates in accordance with subsections (b) and (c) or gives written approval of the 
form or schedule within thirty (30) days after the filing, the form or schedule 
shall be deemed approved on the thirty-first day after the filing. 

(e) The schedule of premium rates shall not be excessive, inadequate or 
unfairly discriminatory. In determining whether a schedule of premium rates 
is excessive, inadequate or unfairly discriminatory, the commissioner shall 
take into account past and prospective loss experience, general and adminis- 
trative expenses, loss settlement and adjustment expenses, reasonable credi- 
tor compensation and other acquisition costs including insurance tracking 
costs, reserves, taxes, licenses, fees and assessments, reasonable insurer profit 
and other relevant data. Rates are not unfairly discriminatory because 
different premiums result for different policyholders, including group policy- 
holders, with similar loss exposures but different expense factors or similar 
expense factors but different loss exposures, nor are rates unfairly discrimi- 
natory if they are averaged broadly among all persons insured in this state or 
all persons insured under a group insurance policy. 

(f) The commissioner may withdraw approval of an approved form or 
schedule of premium rates when the commissioner would be required to 
disapprove the form or schedule of premium rates if it were filed at the time of 
the withdrawal. The withdrawal shall be in writing and shall specify the 
reasons for withdrawal and the effective date of the withdrawal. An insurer 
adversely affected by a withdrawal may, within thirty (30) days after receiving 
the written notification of the withdrawal, request a hearing pursuant to the 
Uniform Administrative Procedures Act to determine whether the withdrawal 
should be annulled, modified or confirmed. Unless the commissioner grants an 
extension in writing in the withdrawal or subsequently grants an extension, 
the withdrawal shall, in the absence of a request for hearing, become effective, 
prospectively and not retroactively, on the ninety-first day following delivery of 
the notice of withdrawal and, if the request for hearing is filed, on the 
ninety-first day following delivery of written notice of the commissioner’s 
determination. 

(g) Forms and rates filed and approved in accordance with this section shall 
be deemed to be in compliance in all respects with the laws of this state. 
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History. 
Acts 1999, ch. 144, § 8. 


56-49-109. Refund of unearned premiums and charges. 


(a) Within sixty (60) calendar days after the termination of creditor-placed 
insurance coverage, and in accordance with the formulas approved by the 
commissioner, an insurer shall refund any unearned premium or other 
identifiable charges. 

(b) Within sixty (60) calendar days after the termination date of creditor- 
placed insurance coverage, the insurer shall provide to the debtor a statement 
of refund disclosing the effective date, the termination date, the amount of 
premium being refunded and the amount of premium charged for the coverage 
provided. No statement shall be required in the event that the policy termi- 
nates pursuant to § 56-49-104(b)(4). 

(c) The entire amount of premiums, minimum premiums, fees or charges of 
any kind shall be refunded if no coverage was provided. 


History. 
Acts 1999, ch. 144, § 9. 


56-49-110. Payment in event of loss. 


(a) In the event of a loss under the creditor-placed insurance policy, the 
insurer shall pay, at a minimum, the least of the following, the value of which 
shall be determined as of the date of loss: 

(1) The cost to repair the collateral less any applicable deductible; 

(2) The actual cash value of the collateral less any applicable deductible; 

(3) The net debt, less any applicable deductible. The method of calculation 
of net debt payable pursuant to this subdivision (a)(3) shall be identical to 
the method of calculation of net debt for payment of premiums pursuant to 

§ 56-49-105(a); or 

(4) If single interest insurance is provided, the amount by which the 
creditor’s interest is impaired. 

(b) The net debt or actual cash value amounts in subsection (a) may be 
reduced by the value of salvage if the insurer does not take possession of the 
insured property. 

(c) In the event of a loss, no subrogation shall run against the debtor from 
the insurer. 

(d) Whenever a claim is made on a creditor-placed insurance policy, the 
insurer shall furnish to the claimant a written statement of the loss explaining 
the settlement amount and the method of settlement. 

(e) A creditor or insurer may not abandon salvage to a towing or storage 
facility in lieu of payment of storage fees without the consent of the facility and 
the claimant. The insurer shall be responsible for the payment of towing and 
storage charges for a covered loss occurrence from the time the claim is 
reported to the insurer in accordance with the terms of the policy to the time 
the claim is paid. The insurer shall give written notice to the claimant when 
the claim is paid that the claimant may incur storage charges after the date the 
claim is paid. 


56-49-111 INSURANCE 564 


History. 
Acts 1999, ch. 144, § 10. 


56-49-111. Creditor right to require insurance. 


(a) In order for the creditor to place insurance on the collateral pledged by 
the debtor and pass the cost of the insurance on to the debtor: 

(1) The creditor must have a security interest in the personal property; 

(2) The credit agreement must require the debtor to maintain insurance 
on the collateral to protect the creditor’s interest; 

(3) The credit agreement must authorize the creditor to place the insur- 
ance if the debtor fails to provide evidence of the insurance; and 

(4) These requirements must be clearly disclosed to the debtor at the 
inception of the credit transaction. 

(b) The debtor shall always have the right to provide required insurance 
through existing policies of insurance owned or controlled by the debtor or of 
procuring and furnishing the required coverage through an insurer authorized 
to transact insurance within this state. However, a creditor may establish 
maximum acceptable deductibles, insurer solidity standards and other reason- 
able conditions with respect to the required insurance. 


History. Section to Section References. 
Acts 1999, ch. 144, § 11. This section is referred to in § 56-49-113. 


56-49-112. Premium remittance — Commissions. 


(a) The entire amount of the premium due from a creditor shall be remitted 
to the insurer or its agent in accordance with the insurer’s requirements. No 
commissions may be paid to, or retained by, a person or entity except a licensed 
and appointed insurance agent. 

(b) The retention by the creditor of unearned premiums upon cancellation of 
the insurance without crediting to the debtor’s account the amount of un- 
earned insurance charges is prohibited. 

(c) Rebates to the creditor of a portion of the premium charged to the debtor 
are prohibited as are other inducements provided to the creditor by an insurer 
or agent. The listing of the following activities as prohibited rebates or 
inducements is not intended to be restrictive, and the commissioner may 
identify an activity as prohibited by rule, regulation or order: 

(1) Allowing insurers or agents to purchase certificates of deposit from the 
creditor or to maintain accounts with the creditor at less than the market 
interest rates and charges that the creditor applies to other customers for 
deposit accounts of similar amounts and duration; 

(2) Paying a commission to a person, including a creditor, who is not 
appropriately licensed as an agent in this state; and 

(3) Purchasing or offering to purchase certificates of deposit from or 
maintaining or offering to maintain deposit accounts or investment accounts 
with a creditor as part of a creditor-placed insurance solicitation. 

(d) Prohibited rebates or inducements do not include: 

(1) The providing of insurance tracking and other services incidental to 
the creditor-placed insurance program; 

(2) The paying of commissions and other compensation to a duly licensed 
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and appointed insurance agent, whether or not affiliated with the creditor; 

(3) The paying to the creditor policyholder of group experience rated 
refunds or policy dividends; or 

(4) The paying to the creditor of amounts intended to reimburse the 
creditor for its expenses incurred incidental to the creditor-placed insurance 
program, such as costs of data processing, mail processing, telephone 
service, insurance tracking, billing, collections and related activities; pro- 
vided, that these payments are calculated in a manner that does not exceed 
an amount reasonably estimated to equal the expenses incurred by the 
creditor. 

(e) An insurer that pays commissions to creditor-related agents for creditor- 
placed insurance that are greater than twenty percent (20%) of the net written 
premium shall be required to demonstrate the commissions are not unreason- 
ably high in relation to the value of the services rendered. 

(f) Nothing contained in this section shall prohibit or restrict an insurer or 
agent from maintaining a demand, premium deposit or other account or 
accounts with a creditor for which the insurer or agent provides insurance if 
the accounts pay the market interest rate and charges that the creditor applies 
to other customers for deposit accounts of similar amounts and duration. 


History. 
Acts 1999, ch. 144, § 12. 


56-49-113. Disclosure of insurance requirement. 


(a) Acreditor shall not impose charges, including premium costs and related 
interest and finance charges, on a debtor for creditor-placed insurance cover- 
age unless adequate disclosure of the requirement to maintain insurance has 
been made to the debtor. Adequate disclosure is accomplished if the following 
occurs: 

(1) The credit agreement sets forth the requirement that the debtor must 
maintain insurance on the collateral as provided for in § 56-49-111; 

(2) The creditor makes reasonable efforts to notify the debtor of the 
requirement to maintain insurance and allows a reasonable time for 
compliance with this requirement; 

(3) A final notice as required by this chapter is sent to the debtor; and 

(4) If creditor-placed insurance coverage is issued, a copy of the policy or 
certificate is sent to the debtor as provided for in § 56-49-1077. 

(b) After adequate disclosure of the request to maintain insurance has been 
made to the debtor as required by this section, a creditor may proceed to 
impose charges for creditor-placed insurance if the debtor fails to provide 
evidence of insurance. A creditor may impose charges no earlier than ten (10) 
calendar days after sending the final notice. 

(c) Reasonable efforts to notify the debtor are accomplished if: 

(1) The creditor mails a notice by first class mail to the debtor’s last 
known address as contained in the creditor’s records, stating that the 
creditor intends to charge the debtor for creditor-placed insurance coverage 
on the collateral if the debtor fails to provide evidence of the property 
insurance to the creditor; 
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(2) The creditor allows the debtor at least twenty (20) calendar days to 
respond to the notice and provide evidence of acceptable insurance coverage 
before sending a final notice; and 

(3) The creditor sends a final notice in compliance with this section by first 
class mail to the debtor’s last known address as contained in the creditor’s 
records at least ten (10) calendar days before the cost of insurance is charged 
to the debtor by the creditor. Proof of the mailing of the final notice shall be 
retained for at least three (3) years following the expiration or termination 
of the coverage or as otherwise required by law. 

(d) The initial notice shall be in a form determined by the creditor to remind 
the debtor of the requirement to maintain insurance on the collateral. The final 
notice shall be as complete as the following notice, printed in not less than 
twelve (12) point type, and modified where necessary to fit the nature of the 
credit transaction: 


FINAL NOTICE 


Your credit agreement with us requires you to have property insurance 
on the collateral until you pay off your loan. You have not given us proof 
you have insurance on the property. You can ask your insurance company 
or agent to give us proof of insurance or you can send us proof you have 
property insurance within ten (10) calendar days after the date this letter 
was postmarked. If you do not, we will buy the insurance and charge the 
cost to you. | 

You must pay for the property insurance we buy. It may cost more than 
insurance you can buy on your own. The cost of the insurance we buy may 
be added to your loan balance and we may charge you interest on it. If we 
do, you will pay interest at the same rate you pay on your loan. 

The insurance we buy will pay claims to us (the creditor) for physical 
damage to your property. It will not pay any claims made against you (and 
it may not pay you for any claims you make [delete if limited dual interest 
coverage] ). The insurance we buy will not give you any liability insurance 
coverage and will not meet the requirements of a state’s financial 
responsibility law. 

We may receive compensation for placing this insurance, which is 
included in the cost of coverage charged to you. 

The property coverage we buy will start on the date shown in the policy 
or certificate, which may go back to the date of the loan or the date your 
prior coverage stopped. We will cancel the insurance we bought for you and 
give you a refund or credit of unearned charges if you give us proof you 
have bought property insurance somewhere else or if you have paid off the 
loan. 

(e) All creditor-placed insurance shall be set forth in an individual policy or 
certificate of insurance. Not earlier than the sending of the final notice nor 
fifteen (15) days after a charge is made to the debtor for creditor-placed 
insurance coverage, the creditor shall cause a copy of the individual policy, 
certificate or other evidence of insurance coverage evidencing the creditor- 
placed insurance coverage to be sent, first class mail, to the debtor’s last known 
address. 
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(f) A creditor’s compliance with or failure to comply with this chapter shall 
not be construed to require the creditor to purchase insurance coverage on the 
collateral, and the creditor shall not be liable to the debtor or a third party as 
a result of its failure to purchase the insurance. 


History. 
Acts 1999, ch. 144, § 18. 


56-49-114. Investigations — Hearings and proceedings — Penalties for 
violations. 


(a) The commissioner may conduct investigations or examinations of insur- 
ers and agents to ensure compliance with and enforcement of this chapter or 
any rule, regulation or order under this chapter. The examination or investi- 
gation shall be conducted and subject to § 56-1-411 and chapter 8, part 1 of 
this title. 

(b) The commissioner may by order, deny, suspend or revoke an insurer’s 
certificate of authority or an agent’s license if the commissioner finds that the 
insurer or agent has violated this chapter. Every hearing or other proceeding, 
except examinations or investigations conducted pursuant to this chapter, held 
under this chapter that determines or affects the legal rights, duties, or 
privileges of an insurer or an agent shall be deemed to be a contested case 
under the Uniform Administrative Procedures Act, compiled in title 4, chapter 
5, and shall be conducted as required by that act, unless otherwise noted. 

(c) If the commissioner has reason to believe that any person or entity is 
engaging in any activity that would be a violation of this chapter or any rule 
promulgated under this chapter, the commissioner may issue an order direct- 
ing that person or entity to cease and desist from committing the violations, 
impose a civil penalty for the violations, provide an equitable remedy for past 
violations, or any combination of these. The order may be issued without prior 
notice if the commissioner makes a finding that the order is necessary for the 
protection of policyholders and that the public health, safety, and welfare 
require the order to be issued without prior notice to affected parties. At any 
hearing or other proceeding conducted as a result of an order to cease and 
desist, pursuant to this chapter, the person or entity subject to the order shall 
be required to show cause why the order should be annulled, modified or 
confirmed. 

(d) Whenever it appears to the commissioner that any person or entity has 
engaged or is about to engage in an act or practice constituting a violation of 
any provision of this chapter or any rule, regulation or order under this 
chapter, the commissioner may, in the commissioner’s discretion, bring an 
action in chancery court of any county in this state to enjoin the acts or 
practices and to enforce compliance with this chapter or any rule, regulation or 
order under this chapter. Upon a proper showing, a permanent or temporary 
injunction, restraining order, writ of mandamus, disgorgement, or other proper 
equitable relief shall be granted. 

(e) Additionally, upon a finding that any person or entity has violated a 
provision of this chapter, the commissioner may impose a civil penalty of not 
more than one thousand dollars ($1,000) for each violation, not to exceed in the 
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aggregate one hundred thousand dollars ($100,000), unless the violation was 
committed flagrantly in conscious disregard of this chapter, in which case the 
penalty shall not be more than twenty-five thousand dollars ($25,000) for each 
violation, not to exceed in the aggregate two hundred fifty thousand dollars 
($250,000). 

(f) Any person aggrieved by a final order of the commissioner under this 
chapter may obtain judicial review of the order in the chancery court of 
Davidson County by proceedings in accordance with the Uniform Administra- 
tive Procedures Act. 


History. 
Acts 1999, ch. 144, § 14. 


56-49-115. Rules and regulations. 


The commissioner is authorized to promulgate rules and regulations to 
effectuate the purposes of this chapter. All rules and regulations shall be 
promulgated in accordance with the Uniform Administrative Procedures Act, 
compiled in title 4, chapter 5. 


History. 
Acts 1999, ch. 144, § 15. 


CHAPTER 50 
TENNESSEE VIATICAL SETTLEMENT ACT OF 2009 


Section 

56-50-101. Scope and short title. 

56-50-102. Chapter definitions. 

56-50-103. License and bond requirements. 

56-50-104. License revocation and denial. 

56-50-105. Approval of viatical settlement contracts and disclosure statements. 
56-50-106. Reporting requirements and privacy. 

56-50-107. Examination or investigations. 

56-50-108. Disclosure to viator. 

56-50-109. Disclosure to insurer. 

56-50-110. General rules. 

56-50-111. Prohibited practices. 

56-50-112. Prohibited practices and conflicts of interest. 

56-50-113. Advertising for viatical settlements and viatical settlement purchase agreements. 
56-50-114. Fraud prevention and control. 

56-50-115. Injunctions — Civil remedies — Cease and desist. 

56-50-116. Unfair trade practices. 

56-50-117. Authority to promulgate regulations. 


56-50-101. Scope and short title. 


This chapter applies to life settlements as defined in this chapter and shall 
be known and may be cited as the “Tennessee Viatical Settlement Act of 2009.” 


History. Life Settlements Act, was repealed by Acts 
Acts 2009, ch. 604, § 2. 2009, ch. 604, § 1, effective August 17, 2009. 

/ The apparent legislative intent, expressed in 
Compiler’s Notes. Acts 2009, ch. 604, § 20, was that the 2009 


Former chapter 50, §§ 56-50-101—56-50-111 repeal and reenactment of title 56, ch. 50 by 
(Acts 2000, ch. 699, §§ 1, 4-13), concerning the that act take effect July 1, 2009; however, since 
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a public chapter cannot become effective on a 
date prior to becoming law, the code commis- 
sion deems the repeal and reenactment by that 
act to take effect on August 17, 2009, in accor- 
dance with Tenn. Const., art. II, § 20. See 
Opinion of the Attorney General, June 25, 1982 
(OAG 82-336). 


56-50-102. Chapter definitions. 


TENNESSEE VIATICAL SETTLEMENT ACT OF 2009 


56-50-102 


Cross-References. 
Charitable beneficiaries, title 35, chapter 13. 


Collateral References. 

State regulation of viatical life insurance 
programs, viatical settlements, and viatical in- 
vestments. 28 A.L.R.6th 281. 


As used in this chapter: | 

(1) “Advertising” means any written, electronic or printed communication 
or any communication by means of recorded telephone messages or trans- 
mitted on radio, television, the Internet or similar communications media, 
including film strips, motion pictures and videos, published, disseminated, 
circulated or placed directly before the public in this state for the purpose of 
creating an interest in or inducing a person to purchase or sell, assign, 
devise, bequest or transfer the death benefit or ownership of a life insurance 
policy or to purchase or sell, assign, devise, bequest or transfer the death 
benefit or ownership of a life insurance policy pursuant to a viatical 
settlement contract; 

(2) “Business of viatical settlements” means an activity involved in, but 
not limited to, the offering, soliciting, negotiating, procuring, effectuating, 
purchasing, investing, financing, monitoring, tracking, underwriting, sell- 
ing, transferring, assigning, pledging, hypothecating or in any other manner 
acquiring an interest in a life insurance policy by means of a viatical 
settlement contract; 

(3) “Chronically ill” means: 

(A) Being unable to perform at least two (2) activities of daily living; i.e., 
eating, toileting, transferring, bathing, dressing or continence; 

(B) Requiring substantial supervision to protect the individual from 
threats to health and safety due to severe cognitive impairment; or 

(C) Having a level of disability similar to that described in subdivision 

(3)(A), as determined by the secretary of health and human services; 

(4) “Commissioner” means the commissioner of commerce and insurance; 

(5)(A) “Financing entity” means an underwriter, placement agent, lender, 

purchaser of securities, purchaser of a policy or certificate from a viatical 

settlement provider, credit enhancer or any entity that has a direct 
ownership in a policy or certificate that is the subject of a viatical 
settlement contract, but: 

(i) Whose principal activity related to the transaction is providing 
funds to effect the viatical settlement or purchase of one (1) or more 
viaticated policies; and 

(ii) Who has an agreement in writing with one (1) or more licensed 
viatical settlement providers to finance the acquisition of viatical 
settlement contracts; 

(B) “Financing entity” does not include a nonaccredited investor or a 
viatical settlement purchaser; 

(6) “Fraudulent viatical settlement act” means: 

(A) Acts or omissions committed by any person who, knowingly or with 


56-50-102 INSURANCE 570 


intent to defraud, for the purpose of depriving another of property or for 
pecuniary gain, commits or permits its employees or its‘agents to engage 
in acts including: 

(i) Presenting, causing to be presented or preparing with knowledge 
or belief that it will be presented to or by a viatical settlement provider, 
viatical settlement broker, viatical settlement purchaser, viatical settle- 
ment investment agent, financing entity, insurer, insurance producer or 
any other person, false material information, or concealing material 
information, as part of, in support of or concerning a fact material to one 
(1) or more of the following: 

(a) An application for the issuance of a viatical settlement contract 
or insurance policy; 

(b) The underwriting of a viatical settlement contract or insurance 
policy; 

(c) Aclaim for payment or benefit pursuant to a viatical settlement 
contract or insurance policy; 

(dq) Premiums paid on an insurance policy, or as a result of a viatical 
settlement purchase agreement; 

(e) Payments and changes in ownership or beneficiary made in 
accordance with the terms of a viatical settlement contract, viatical 
settlement purchase agreement or insurance policy; 

(f) The reinstatement or conversion of an insurance policy; 

(g) In the solicitation, offer, effectuation or sale of a viatical 
settlement contract, insurance policy or viatical settlement purchase 
agreement; 

(h) The issuance of written evidence of viatical settlement contract, 
viatical settlement purchase agreement or insurance; or 

(i) A financing transaction; 

(ii) Employing any plan, financial structure, device, scheme or artifice 
to defraud related to viaticated policies; 

(iii) Entering into any agreement or undertaking any act or plan that 
involves stranger-originated life insurance; or 

(iv) Failing to disclose to the insurer when requested by the insurer 
that the prospective insured has undergone a life expectancy evaluation 
within one (1) year prior to or subsequent to applying for the insurance 
policy by any person or entity other than the insurer or its authorized 
representative in connection with the issuance of a policy; 

(B) In the furtherance of a fraud or to prevent the detection of a fraud 
any person commits or permits its employees or its agents to: 

(i) Remove, conceal, alter, destroy or sequester from the commis- 
sioner the assets or records of a licensee or other person engaged in the 
business of viatical settlements; 

(ii) Misrepresent or conceal the financial condition of a licensee, 
financing entity, insurer or other person; 

(iii) Transact the business of viatical settlements in violation of laws 
requiring a license, certificate of authority or other legal authority for 
the transaction of the business of viatical settlements; or 

(iv) File with the commissioner or the equivalent chief insurance 
regulatory official of another jurisdiction a document containing false 
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information or otherwise conceal information about a material fact from 

the commissioner; 

(C) Embezzlement, theft, misappropriation or conversion of moneys, 
funds, premiums, credits or other property of a viatical settlement 
provider, insurer, insured, viator, insurance policyowner or any other 
person engaged in the business of viatical settlements or insurance; 

(D) Recklessly entering into, negotiating, brokering or otherwise deal- 
ing in a viatical settlement contract, the subject of which is a life insurance 
policy that was obtained by presenting false information concerning any 
fact material to the policy or by concealing, for the purpose of misleading 
another, information concerning any fact material to the policy, where the 
person or the persons intended to defraud the policy’s issuer, the viatical 
settlement provider or the viator. “Recklessly” means engaging in the 
conduct in conscious and clearly unjustifiable disregard of a substantial 
likelihood of the existence of the relevant facts or risks, such disregard 
involving a gross deviation from acceptable standards of conduct; 

(E) Facilitating the change of state of ownership of a policy or certificate 
or the state of residency of a viator to a state or jurisdiction that does not 
have a law similar to this chapter for the express purposes of evading or 
avoiding this chapter; or 

(F) Attempting to commit, assisting, aiding or abetting in the commis- 
sion of, or conspiracy to commit the acts or omissions specified in this 
subdivision (6); 

(7) “Life insurance producer” means any person licensed in this state as a 
resident or nonresident insurance producer that has received qualification or 
authority for life insurance coverage or a life line of coverage pursuant to 
chapter 6, part 1 of this title; 

(8) “Person” means a natural person or a legal entity, including, but not 
limited to, an individual, partnership, limited liability company, association, 
trust or corporation; 

(9) “Policy” means an individual or group policy, group certificate, contract 
or arrangement of life insurance owned by a resident of this state, regardless 
of whether delivered or issued for delivery in this state; 

(10) “Related provider trust” means a titling trust or other trust estab- 
lished by a licensed viatical settlement provider or a financing entity for the 
sole purpose of holding the ownership or beneficial interest in purchased 
policies in connection with a financing transaction. The trust shall have a 
written agreement with the licensed viatical settlement provider under 
which the licensed viatical settlement provider is responsible for ensuring 
compliance with all statutory and regulatory requirements and under which 
the trust agrees to make all records and files related to viatical settlement 
transactions available to the commissioner as if those records and files were 
maintained directly by the licensed viatical settlement provider; 

(11) “Special purpose entity” means a corporation, partnership, trust, 
limited liability company or other similar entity formed solely to provide, 
either directly or indirectly, access to institutional capital markets: 

(A) For a financing entity or licensed viatical settlement provider; or 

(B)(i) In connection with a transaction in which the securities in the 
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special purpose entity are acquired by the viator or by qualified 

institutional buyers as defined in 17 CFR 230.144A, promulgated under 

the Securities Act of 1933 (15 U.S.C. § 77a et seq.); or 

(ii) In connection with a transaction in which the securities pay a 
fixed rate of return commensurate with established asset-backed insti- 
tutional capital markets; 

(12)(A) “Stranger-originated life insurance” means a practice or an act to 

initiate a life insurance policy for the benefit of a third-party investor who, 

at the time of policy origination, has no insurable interest in the insured; 

(B) “Stranger-originated life insurance practices” include cases in 
which life insurance is purchased with resources or guarantees from or 
through a person or entity that, at the time of the policy inception, could 
not lawfully initiate the policy by the person or entity, and where, at the 
time of the policy’s inception, there is an arrangement or agreement, 
whether verbal or written, to directly or indirectly transfer the ownership 
of the policy or the policy benefits to a third party. Trusts that are created 
to give the appearance of an insurable interest, and are used to initiate 
policies for investors, violate insurable interest laws and the prohibition 
against wagering on life; 

(C) “Stranger-originated life insurance arrangements” do not include a 
lawful viatical settlement contract as defined in this section, or those 
practices set forth in subdivision (15)(D); 

(13) “Terminally ill” means having an illness or sickness that can reason- 
ably be expected to result in death in twenty-four (24) months or less; 

(14) “Viatical settlement broker” means a person, including a life insur- 
ance producer, as provided for in § 56-50-1038, who working exclusively on 
behalf of a viator and for a fee, commission or other valuable consideration, 
offers or attempts to negotiate viatical settlement contracts between a viator 
and one (1) or more viatical settlement providers or one (1) or more viatical 
settlement brokers. Notwithstanding the manner in which the viatical 
settlement broker is compensated, a viatical settlement broker is deemed to 
represent only the viator, and not the insurer or the viatical settlement 
provider, and owes a fiduciary duty to the viator to act according to the 
viator’s instructions and in the best interest of the viator. “Viatical settle- 
ment broker” does not include an attorney, certified public accountant or a 
financial planner accredited by a nationally recognized accreditation agency 
who is retained to represent the viator and whose compensation is not paid 
directly or indirectly by the viatical settlement provider or purchaser; 

(15)(A) “Viatical settlement contract” means a written agreement be- 
tween a viator and a viatical settlement provider establishing the terms 
under which compensation or anything of value is or will be paid, which 
compensation or value is less than the expected death benefits of the 
policy, in return for the viator’s present or future assignment, transfer, 
sale, devise or bequest of the death benefit or ownership of any portion of 
the insurance policy or certificate of insurance; 

(B) “Viatical settlement contract” includes a premium finance loan 
made for a life insurance policy by a lender to a viator on, before or after 
the date of issuance of the policy where: 
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(i) The viator or the insured receives on the date of the premium 
finance loan a guarantee of a future viatical settlement value of the 
policy; or 

(ii) The viator or the insured agrees on the date of the premium 
finance loan to sell the policy or any portion of its death benefit on any 
date following the issuance of the policy; 

(C) “Viatical settlement contract” also includes the transfer for compen- 
sation or value of ownership or beneficial interest in a trust or other entity 
that owns a life insurance policy if the trust or other entity was formed or 
availed of for the principal purpose of acquiring one (1) or more life 
insurance policies, which life insurance policy insures the life of a person 
residing in this state; 

(D) “Viatical settlement contract” does not include: 

(i) A policy loan or accelerated death benefit made by the insurer 
pursuant to the policy’s terms; 

(11) Loan proceeds that are used solely to pay: 

(a) Premiums for the policy; or 

(b) The costs of the loan, including, but not limited to, interest, 
arrangement fees, utilization fees and similar fees, closing costs, legal 
fees and expenses, trustee fees and expenses and third party collat- 
eral provider fees and expenses, including fees payable to letter of 
credit issuers; 

(iii) A loan made by a bank or other licensed financial institution in 
which the lender takes an interest in a life insurance policy solely to 
secure repayment of a loan or, if there is a default on the loan and the 
policy is transferred, the transfer of such a policy by the lender; 
provided, that the default itself is not pursuant to an agreement or 
understanding with any other person for the purpose of evading 
regulation under this chapter; 

(iv) A loan made by a lender that does not violate chapter 37 of this 
title; provided, that the premium finance loan is not described in 
subdivision (15)(B); 

(v) An agreement where all the parties are closely related to the 
insured by blood or law or have a lawful substantial economic interest in 
the continued life, health and bodily safety of the person insured, or are 
trusts established primarily for the benefit of such parties; 

(vi) Any designation, consent or agreement by an insured who is an 
employee of an employer in connection with the purchase by the 
employer, or trust established by the employer, of life insurance on the 
life of the employee; 

(vii) A bona fide business succession planning arrangement: 

(a) Between one (1) or more shareholders in a corporation or 
between a corporation and one (1) or more of its shareholders or one 
(1) or more trusts established by its shareholders; 

(b) Between one (1) or more partners in a partnership or between a 
partnership and one (1) or more of its partners or one (1) or more 
trusts established by its partners; or 

(c) Between one (1) or more members in a limited liability company 
or between a limited liability company and one (1) or more of its 
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members or one (1) or more trusts established by its members; 

(viii) An agreement entered into by a service recipient, or a trust 
established by the service recipient, and a service provider, or a trust 
established by the service provider, who performs significant services for 
the service recipient’s trade or business; or 

(ix) Any other contract, transaction or arrangement exempted from 
the definition of viatical settlement contract by the commissioner based 
on a determination that the contract, transaction or arrangement is not 
of the type intended to be regulated by this chapter; 

(16) “Viatical settlement investment agent” means a person who is an 
appointed or contracted agent of a licensed viatical settlement provider who 
solicits or arranges the funding for the purchase of a viatical settlement by 
a viatical settlement purchaser and who is acting on behalf of a viatical 
settlement provider; 

(A) A viatical settlement investment agent shall not have any contact 
directly or indirectly with the viator or insured or have knowledge of the 
identity of the viator or insured; 

(B) A viatical settlement investment agent is deemed to represent the 
viatical settlement provider of whom the viatical settlement investment 
agent is an appointed or contracted agent; 

(17)(A) “Viatical settlement provider” means a person, other than a viator, 

that enters into or effectuates a viatical settlement contract with a viator 

resident in this state; 

(B) “Viatical settlement provider” does not include: 

(i) Abank, savings bank, savings and loan association, credit union or 
other licensed lending institution that takes an assignment of a life 
insurance policy solely as collateral for a loan; 

(ii) The issuer of the life insurance policy; 

(iii) An authorized or eligible insurer that provides stop loss coverage 
or financial guaranty insurance to a viatical settlement provider, pur- 
chaser, financing entity, special purpose entity or related provider trust; 

(iv) Anatural person who enters into or effectuates no more than one 
(1) agreement in a calendar year for the transfer of life insurance 
policies for any value less than the expected death benefit; 

(v) A financing entity; 

(vi) A special purpose entity; 

(vii) A related provider trust; 

(viii) A viatical settlement purchaser; or 

(ix) Any other person that the commissioner determines is not the 
type of person intended to be covered by the definition of viatical 
settlement provider; 

(18) “Viatical settlement purchase agreement” means a contract or agree- 
ment, entered into by a viatical settlement purchaser, to which the viator is 
not a party, to purchase a life insurance policy or an interest in a life 
insurance policy that is entered into for the purpose of deriving an economic 
benefit; . 

(19)(A) “Viatical settlement purchaser” means a person who provides a 

sum of money as consideration for a life insurance policy or an interest in 
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the death benefits of a life insurance policy, or a person who owns or 
acquires or is entitled to a beneficial interest in a trust that owns a viatical 
settlement contract or is the beneficiary of a life insurance policy that has 
been or will be the subject of a viatical settlement contract, for the purpose 
of deriving an economic benefit; 

(B) “Viatical settlement purchaser” does not include: 

(i) A licensee under this chapter; 

(ii) An accredited investor, as defined in 17 CFR 230.501(a), or a 
qualified institutional buyer as defined in 17 CFR 230.144A, both 
promulgated under the Federal Securities Act of 1933 (15 U.S.C. § 77a 
et seq.); 

(iii) A financing entity; 

(iv) A special purpose entity; or 

(v) Arelated provider trust; 

(20) “Viaticated policy” means a life insurance policy or certificate that 
has been acquired by a viatical settlement provider pursuant to a viatical 
settlement contract; and 

(21)(A) “Viator” means the owner of a life insurance policy or a certificate 

holder under a group policy who resides in this state and enters or seeks 

to enter into a viatical settlement contract. For the purposes of this 
chapter, a “viator” includes, but is not limited to, an owner of a life 
insurance policy or a certificate holder under a group policy insuring the 
life of an individual with a terminal or chronic illness or condition except 

where specifically addressed. If there is more than one (1) viator on a 

single policy and the viators are residents of different states, the transac- 

tion shall be governed by the law of the state in which the viator having 
the largest percentage ownership resides or, if the viators hold equal 
ownership, the state of residence of one (1) viator agreed upon in writing 
by all the viators; 

(B) “Viator” does not include: 

(i) A licensee under this chapter, including a life insurance producer 
acting as a viatical settlement broker pursuant to this chapter; 

(ii) A qualified institutional buyer as defined in 17 CFR 230.144A, 
promulgated under the Federal Securities Act of 1933; 

Gii) A financing entity; 

(iv) A special purpose entity; or 

(v) Arelated provider trust. 


repeal and reenactment of title 56, ch. 50 by 


Acts 2009, ch. 604, § 3. that act take effect July 1, 2009; however, since 


Compiler’s Notes. 

Former chapter 50, §§ 56-50-101—56-50-111 
(Acts 2000, ch. 699, §§ 1, 4-13), concerning the 
Life Settlements Act, was repealed by Acts 
2009, ch. 604, § 1, effective August 17, 2009. 
The apparent legislative intent, expressed in 
Acts 2009, ch. 604, § 20, was that the 2009 


a public chapter cannot become effective on a 
date prior to becoming law, the code commis- 
sion deems the repeal and reenactment by that 
act to take effect on August 17, 2009, in accor- 
dance with Tenn. Const., art. II, § 20. See 
Opinion of the Attorney General, June 25, 1982 
(OAG 82-336). 
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56-50-103. License and bond requirements. 


(a)(1) A person shall not operate as a viatical settlement provider or viatical 
settlement broker without first obtaining a license from the commissioner of 
the state of residence of the viator. 

(2) A person shall not operate as a viatical settlement investment agent 
without first obtaining a license from the commissioner of the state of 
residence of the viatical settlement purchaser. If there is more than one (1) 
purchaser of a single policy and the purchasers are residents of different 
states, the viatical settlement purchase agreement shall be governed by the 
law of the state in which the purchaser having the largest percentage 
ownership resides or, if the purchasers hold equal ownership, the state of 
residence of one (1) purchaser agreed upon in writing by all purchasers. 

(3)(A) A life insurance producer who has been duly licensed as a resident 

insurance producer with a life line of authority in this state or the life 

insurance producer’s home state for at least one (1) year and is licensed as 

a nonresident producer in this state shall be deemed to meet the licensing 

requirements of this section and shall be permitted to operate as a viatical 

settlement broker. 

(B) Not later than thirty (30) days from the first day of operating as a 
viatical settlement broker, the life insurance producer shall notify the 
commissioner that the life insurance producer is acting as a viatical 
settlement broker on a form prescribed by the commissioner, and shall pay 
any applicable fee to be determined by the commissioner. Notification 
shall include an acknowledgement by the life insurance producer that the 
life insurance producer will operate as a viatical settlement broker in 
accordance with this chapter. 

(C) The insurer that issued the policy being viaticated shall not be 
responsible for any act or omission of a viatical settlement broker or 
viatical settlement provider arising out of or in connection with the 
viatical settlement transaction, unless the insurer receives compensation 
for the placement of a viatical settlement contract from the viatical 
settlement provider or viatical settlement broker in connection with the 
viatical settlement contract. 

(4) A person licensed as an attorney, certified public accountant or 
financial planner accredited by a nationally recognized accreditation agency, 
who is retained to represent the viator, whose compensation is not paid 
directly or indirectly by the viatical settlement provider, may negotiate 
viatical settlement contracts on behalf of the viator without having to obtain 
a license as a viatical settlement broker. 

(b) Application for a viatical settlement provider, viatical settlement broker 
or viatical settlement investment agent license shall be made to the commis- 
sioner by the applicant on a form prescribed by the commissioner, and these 
applications shall be accompanied by the fees promulgated by rule. 

(c) Licenses may be renewed from year to year on the anniversary date upon 
payment of the annual renewal fees promulgated by rule. Failure to pay the 
fees by the renewal date results in expiration of the license. 

(d) The applicant shall provide information on forms required by the 
commissioner. The commissioner shall have the authority, at any time, to 
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require the applicant to fully disclose the identity of all stockholders, partners, 
officers, members and employees. The commissioner may, in the exercise of the 
commissioner’s discretion, refuse to issue a license in the name of a legal entity 
if not satisfied that any officer, employee, stockholder, partner or member of 
the entity who may materially influence the applicant’s conduct meets the 
standards of this chapter. 

(e) A license issued to a legal entity authorizes all partners, officers, 
members and designated employees to act as viatical settlement providers, 
viatical settlement brokers or viatical settlement investment agents, as 
applicable, under the license; and all those persons shall be named in the 
application and any supplements to the application. 

(f)(1) Upon the filing of an application and the payment of the license fee, 

the commissioner shall make an investigation of each applicant and issue a 

license if the commissioner finds that the applicant: 

(A) If a viatical settlement provider: 

(i) Has provided a detailed plan of operation; 

Gi) Is competent and trustworthy and intends to act in good faith in 
the capacity involved by the license applied for; and 

(iii) Has a good business reputation and intends to act in good faith in 
the capacity involved by the license applied for; 

(B) If a viatical settlement provider, has demonstrated evidence of 
financial responsibility in a format prescribed by the commissioner 
through a surety bond executed and issued by an insurer authorized to 
issue surety bonds in this state, an errors and omissions insurance policy 
issued by an insurance company licensed to sell such insurance in this 
state, or a deposit of cash, certificates of deposit or securities or any 
combination thereof in the amount of two hundred fifty thousand dollars 
($250,000); 

(C) If a viatical settlement broker, has demonstrated evidence of 
financial responsibility in a format prescribed by the commissioner 
through a surety bond executed and issued by an insurer authorized to 
issue surety bonds in this state, an errors and omissions insurance policy 
issued by an insurance company licensed to sell such insurance in this 
state, including a policy issued to a viatical settlement provider, that also 
covers the actions of the broker, or a deposit of cash, certificates of deposit 
or securities or any combination thereof in the amount of two hundred fifty 
thousand dollars ($250,000); 

(D) If a legal entity, provides a certificate of good standing from the 
state of its domicile; and 

(E) If a viatical settlement provider or viatical settlement broker, has 
provided an anti-fraud plan that meets the requirements of 
§ 56-50-114(g). 

(2) The commissioner may ask for evidence of financial responsibility at 
any time the commissioner deems necessary. 

(3) Any surety bond issued pursuant to subdivision (f)(1) shall be in the 
favor of this state and shall specifically authorize recovery by the commis- 
sioner on behalf of any person in this state who sustains damages as the 
result of erroneous acts, failure to act, conviction of fraud or conviction of 
unfair practices by the viatical settlement provider or viatical settlement 
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broker. 

(4) Notwithstanding any provision of this section to contrary, the commis- 
sioner shall accept, as evidence of financial responsibility, proof that finan- 
cial instruments in accordance with the requirements in this subsection (f) 
have been filed with one (1) state where the applicant is licensed as a viatical 
settlement provider or viatical settlement broker. 

(g) The commissioner shall not issue a license to a nonresident applicant, 
unless a written designation of an agent for service of process is filed and 
maintained with the commissioner or the applicant has filed with the commis- 
sioner the applicant’s written irrevocable consent that any action against the 
applicant may be commenced against the applicant by service of process on the 
commissioner. 

(h) A viatical settlement provider, viatical settlement broker or viatical 
settlement investment agent shall provide to the commissioner new or revised 
information about officers, ten percent (10%) or more stockholders, partners, 
directors, members or designated employees within thirty (30) days of the 
change. 

(i) An individual licensed as a viatical settlement broker shall complete on 
a biennial basis fifteen (15) hours of training related to viatical settlements 
and viatical settlement transactions, as required by the commissioner; pro- 
vided, however, that a life insurance producer who is operating as a viatical 
settlement broker pursuant to subdivision (a)(3) shall not be subject to the 
requirements of this subsection (i). Any person failing to meet the require- 
ments of this subsection (i) shall be subject to the penalties imposed by the 
commissioner. 


History. 
Acts 2009, ch. 604, § 4. 


Compiler’s Notes. 

Former chapter 50, §§ 56-50-101—56-50-111 
(Acts 2000, ch. 699, §§ 1, 4-13), concerning the 
Life Settlements Act, was repealed by Acts 
2009, ch. 604, § 1, effective August 17, 2009. 
The apparent legislative intent, expressed in 
Acts 2009, ch. 604, § 20, was that the 2009 
repeal and reenactment of title 56, ch. 50 by 


that act take effect July 1, 2009; however, since 
a public chapter cannot become effective on a 
date prior to becoming law, the code commis- 
sion deems the repeal and reenactment by that 
act to take effect on August 17, 2009, in accor- 
dance with Tenn. Const., art. II, § 20. See 
Opinion of the Attorney General, June 25, 1982 
(OAG 82-336). 


Section to Section References. 
This section is referred to in § 56-50-102. 


56-50-104. License revocation and denial. 


(a) The commissioner may refuse to issue, suspend, revoke or refuse to 
renew the license of a viatical settlement provider, viatical settlement broker 
or viatical settlement investment agent if the commissioner finds that: 

(1) There was any material misrepresentation in the application for the 


license; 


(2) The licensee or any officer, partner, member or key management 
personnel has been convicted of fraudulent or dishonest practices, is subject 
to a final administrative action or is otherwise shown to be untrustworthy or 


incompetent; 


(3) The viatical settlement provider demonstrates a pattern of unreason- 


able payments to viators; 


(4) The licensee or any officer, partner, member or key management 
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personnel has been found guilty of, or has pleaded guilty or nolo contendere 
to, any felony, or to a misdemeanor involving fraud or moral turpitude, 
regardless of whether a judgment of conviction has been entered by the 
court; 

(5) The viatical settlement provider has entered into any viatical settle- 
ment contract that has not been approved pursuant to this chapter; 

(6) The viatical settlement provider has failed to honor contractual 
obligations set out in a viatical settlement contract or a viatical settlement 
purchase agreement; 

(7) The licensee no longer meets the requirements for initial licensure; 

(8) The viatical settlement provider has assigned, transferred or pledged 
a viaticated policy to a person other than a viatical settlement provider 
licensed in this state, viatical settlement purchaser, an accredited investor 
as defined in 17 CFR 230.501(a), or qualified institutional buyer as defined 
in 17 CFR 230.144A, both promulgated under the Federal Securities Act of 
1933, financing entity, special purpose entity or related provider trust; or 

(9) The licensee or any officer, partner, member or key management 
personnel has violated this chapter. 

(b) The commissioner may suspend, revoke or refuse to renew the license of 

a viatical settlement broker or a life insurance producer operating as a viatical 

settlement broker pursuant to this chapter if the commissioner finds that the 

viatical settlement broker or life insurance producer has violated this chapter 
or has otherwise engaged in bad faith conduct with one (1) or more viators. 
(c) If the commissioner suspends, revokes or refuses to renew the license of 

a viatical settlement provider, viatical settlement broker or viatical settlement 

investment agent, or suspends, revokes or refuses to renew a license of a life 

insurance producer operating as a viatical settlement broker pursuant to this 
chapter, the commissioner shall conduct a hearing in accordance with the 

Uniform Administrative Procedures Act, compiled in title 4, chapter 5, part 3. 

If the commissioner denies a license application of a viatical settlement 

provider, viatical settlement broker or viatical settlement investment agent, 

the commissioner shall notify the applicant in writing of the denial and the 
grounds for denial. 


History. 


Acts 2009, ch. 604, § 5. 


Compiler’s Notes. 

Former chapter 50, §§ 56-50-101—56-50-111 
(Acts 2000, ch. 699, §§ 1, 4-13), concerning the 
Life Settlements Act, was repealed by Acts 
2009, ch. 604, § 1, effective August 17, 2009. 
The apparent legislative intent, expressed in 
Acts 2009, ch. 604, § 20, was that the 2009 


repeal and reenactment of title 56, ch. 50 by 
that act take effect July 1, 2009; however, since 
a public chapter cannot become effective on a 
date prior to becoming law, the code commis- 
sion deems the repeal and reenactment by that 
act to take effect on August 17, 2009, in accor- 
dance with Tenn. Const., art. II, § 20. See 
Opinion of the Attorney General, June 25, 1982 
(OAG 82-336). 


56-50-105. Approval of viatical settlement contracts and disclosure 
statements. 


A person shall not use a viatical settlement contract form or provide to a 
viator a disclosure statement form in this state unless first filed with and 
approved by the commissioner. The commissioner shall disapprove a viatical 
settlement contract form or disclosure statement form if, in the commissioner’s 
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opinion, the contract or provisions contained in the contract fail to meet the 
requirements of this chapter, including, but not limited to §§ 56-50-108, 
56-50-110, 56-50-1138 and 56-50-114(b), or are unreasonable, contrary to the 
interests of the public or otherwise misleading or unfair to the viator. At the 


commissioner’s discretion, the commissioner may require the submission of 


advertising material prior to its use in this state. 


History. 
Acts 2009, ch. 604, § 6. 


Compiler’s Notes. 

Former chapter 50, §§ 56-50-101—56-50-111 
(Acts 2000, ch. 699, §§ 1, 4-13), concerning the 
Life Settlements Act, was repealed by Acts 
2009, ch. 604, § 1, effective August 17, 2009. 
The apparent legislative intent, expressed in 
Acts 2009, ch. 604, § 20, was that the 2009 


repeal and reenactment of title 56, ch. 50 by 
that act take effect July 1, 2009; however, since 
a public chapter cannot become effective on a 
date prior to becoming law, the code commis- 
sion deems the repeal and reenactment by that 
act to take effect on August 17, 2009, in accor- 
dance with Tenn. Const., art. II, § 20. See 
Opinion of the Attorney General, June 25, 1982 
(OAG 82-336). 


56-50-106. Reporting requirements and privacy. 


(a) Each viatical settlement provider shall file with the commissioner on or 
before March 1 of each year an annual statement containing such information 
as the commissioner may prescribe by regulation. In addition to any other 
requirements, the annual statement shall specify the total number, aggregate 
face amount and life settlement proceeds of policies settled during the 
immediately preceding calendar year, together with a breakdown of the 
information by policy issue year. 

(b) Except as otherwise allowed or required by law, a viatical settlement 
provider, viatical settlement broker, viatical settlement investment agent, 
insurance company, insurance producer, information bureau, rating agency or 
company or any other person with actual knowledge of an insured’s identity 
shall not disclose that identity as an insured or the insured’s financial or 
medical information to any other person unless the disclosure: 

(1) Is necessary to effect a viatical settlement between the viator and a 
viatical settlement provider and the viator and insured have provided prior 
written consent to the disclosure; 

(2) Is necessary to effect a viatical settlement purchase agreement be- 
tween the viatical settlement purchaser and a viatical settlement provider 
and the viator and insured have provided prior written consent to the 
disclosure; 

(3) Is provided in response to an investigation or examination by the 
commissioner or any other governmental officer or agency or pursuant to the 
requirements of § 56-50-114(c); 

(4) Is a term of or condition to the transfer of a policy by one (1) viatical 
settlement provider to another viatical settlement provider; 

(5) Is necessary to permit a financing entity, related provider trust or 
special purpose entity to finance the purchase of policies by a viatical 
settlement provider and the viator and insured have provided prior written 
consent to the disclosure; 

(6) Is necessary to allow the viatical settlement provider or viatical 
settlement broker or their authorized representatives to make contacts for 
the purpose of determining health status; or 
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(7) Is required to purchase stop loss coverage or financial guaranty 


insurance. 


History. 
Acts 2009, ch. 604, § 7. 


Compiler’s Notes. 

Former chapter 50, §§ 56-50-101—56-50-111 
(Acts 2000, ch. 699, §§ 1, 4-13), concerning the 
Life Settlements Act, was repealed by Acts 
2009, ch. 604, § 1, effective August 17, 2009. 
The apparent legislative intent, expressed in 
Acts 2009, ch. 604, § 20, was that the 2009 


repeal and reenactment of title 56, ch. 50 by 
that act take effect July 1, 2009; however, since 
a public chapter cannot become effective on a 
date prior to becoming law, the code commis- 
sion deems the repeal and reenactment by that 
act to take effect on August 17, 2009, in accor- 
dance with Tenn. Const., art. II, § 20. See 
Opinion of the Attorney General, June 25, 1982 
(OAG 82-336). 


56-50-107. Examination or investigations. 


(a) Authority, Scope and Scheduling of Examinations. 

(1)(A) The commissioner may conduct an examination under this chapter 

of a licensee as often as the commissioner, in the commissioner’s discre- 

tion, deems appropriate after considering the factors set forth in subdivi- 

sion (a)(1)(B). 

(B) In scheduling and determining the nature, scope and frequency of 
the examinations, the commissioner shall consider such matters as the 
consumer complaints, results of financial statement analyses and ratios, 
changes in management or ownership, actuarial opinions, reports of 
independent certified public accountants and other relevant criteria as 
determined by the commissioner. 

(2) For purposes of completing an examination of a licensee under this 
chapter, the commissioner may examine or investigate any person, or the 
business of any person, in so far as the examination or investigation is, in the 
sole discretion of the commissioner, necessary or material to the examination 
of the licensee. 

(3) In lieu of an examination under this chapter of any foreign or alien 
licensee licensed in this state, the commissioner may, at the commissioner’s 
discretion, accept an examination report on the licensee as prepared by the 
commissioner for the licensee’s state of domicile or port-of-entry state. 

(4) As far as practical, the examination of a foreign or alien licensee shall 
be made in cooperation with the insurance supervisory officials of other 
states in which the licensee transacts business. 

(b) Record Retention Requirements. 

(1) A person required to be licensed by this chapter shall for five (5) years 
retain copies of all: 

(A) Proposed, offered or executed contracts, purchase agreements, un- 
derwriting documents, policy forms and applications from the date of the 
proposal, offer or execution of the contract or purchase agreement, 
whichever is later; 

(B) All checks, drafts or other evidence and documentation related to 
the payment, transfer, deposit or release of funds from the date the 
transaction; and 

(C) All other records and documents related to the requirements of this 
chapter. 


56-50-107 INSURANCE 582 


(2) This subsection (b) does not relieve a person of the obligation to 
produce these documents to the commissioner after the retention period has 
expired if the person has retained the documents. 

(3) Records required to be retained by this subsection (b) must be legible 
and complete and may be retained in paper, photograph, microprocess, 
magnetic, mechanical or electronic media, or by any process that accurately 
reproduces or forms a durable medium for the reproduction of a record. 

(c) Conduct of Examinations. 

(1) Upon determining that an examination should be conducted, the 
commissioner shall issue an examination warrant appointing one (1) or more 
examiners to perform the examination and instructing them as to the scope 
of the examination. In conducting the examination, the examiner shall 
observe those guidelines and procedures set forth in the examiners hand- 
book adopted by the National Association of Insurance Commissioners 
(NAIC). The commissioner may also employ such other guidelines or 
procedures as the commissioner may deem appropriate. 

(2) Every licensee or person from whom information is sought, its officers, 
directors and agents shall provide to the examiners timely, convenient and 
free access at all reasonable hours at its offices to all books, records, 
accounts, papers, documents, assets and computer or other recordings 
relating to the property, assets, business and affairs of the licensee being 
examined. The officers, directors, employees and agents of the licensee or 
person shall facilitate the examination and aid in the examination so far as 
it is in their power to do so. The refusal of a licensee, by its officers, directors, 
employees or agents, to submit to examination or to comply with any 
reasonable written request of the commissioner shall be grounds for suspen- 
sion or refusal of, or nonrenewal of any license or authority held by the 
licensee to engage in the viatical settlement business or other business 
subject to the commissioner’s jurisdiction. Any proceedings for suspension, 
revocation or refusal of any license or authority shall be conducted pursuant 
to § 56-2-305. 

(3) The commissioner shall have the power to issue subpoenas, to admin- 
ister oaths and to examine under oath any person as to any matter pertinent 
to the examination. Upon the failure or refusal of a person to obey a 
subpoena, the commissioner may petition a court of competent jurisdiction, 
and upon proper showing, the court may enter an order compelling the 
witness to appear and testify or produce documentary evidence. Failure to 
obey the court order shall be punishable as contempt of court. 

(4) When making an examination under this chapter, the commissioner 
may retain attorneys, appraisers, independent actuaries, independent cer- 
tified public accountants or other professionals and specialists as examiners, 
the reasonable cost of which shall be borne by the licensee that is the subject 
of the examination. 

(5) Nothing contained in this chapter shall be construed to limit the 
commissioner’s authority to terminate or suspend an examination in order to 
pursue other legal or regulatory action pursuant to the insurance laws of 
this state. Findings of fact and conclusions made pursuant to any examina- 
tion shall be prima facie evidence in any legal or regulatory action. 
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(6) Nothing contained in this chapter shall be construed to limit the 
commissioner’s authority to use and, if appropriate, to make public any final 
or preliminary examination report, any examiner or licensee work papers or 
other documents, or any other information discovered or developed during 
the course of any examination in the furtherance of any legal or regulatory 
action which the commissioner may, in the commissioner’s sole discretion, 
deem appropriate. 

(d) Examination Reports. 

(1) Examination reports shall be comprised of only facts appearing upon 
the books, records or other documents of the licensee, its agents or other 
persons examined, or as ascertained from the testimony of its officers or 
agents or other persons examined concerning its affairs, and such conclu- 
sions and recommendations as the examiners find reasonably warranted 
from the facts. 

(2) No later than sixty (60) days following completion of the examination, 
the examiner in charge shall file with the commissioner a verified written 
report of examination under oath. Upon receipt of the verified report, the 
commissioner shall transmit the report to the licensee examined, together 
with a notice that shall afford the licensee examined a reasonable opportu- 
nity of not more than thirty (30) days to make a written submission or 
rebuttal with respect to any matters contained in the examination report. 

(3) In the event the commissioner determines that regulatory action is 
appropriate as a result of an examination, the commissioner may initiate 
any proceedings or actions provided by law. 

(e) Confidentiality of Examination Information. 

(1) Names and individual identification data for all viators shall be 
considered private and confidential information and shall not be disclosed by 
the commissioner, unless specifically required by law. 

(2)(A) Except as otherwise provided in this chapter, all examination 

reports, working papers, recorded information, documents and copies 

thereof produced by, obtained by or disclosed to the commissioner or any 
other person in the course of an examination made under this chapter, or 
in the course of analysis or investigation by the commissioner of the 
financial condition or market conduct of a licensee shall be confidential by 
law and privileged, shall not be subject to § 10-7-503, shall not be subject 
to subpoena and shall not be subject to discovery or admissible in evidence 
in any private civil action. The commissioner is authorized to use the 
documents, materials or other information in the furtherance of any 
regulatory or legal action brought as part of the commissioner’s official 
duties. All examination reports, working papers, recorded information, 
documents and their copies produced by, obtained by or disclosed to the 
commissioner or any other person in the course of an examination made 
under this chapter, or in the course of an analysis or investigation by the 
commissioner of the financial condition or market conduct of a licensee 
shall be privileged and confidential in any judicial or administrative 
proceeding, except for any of the following: 

(i) An administrative proceeding brought by the commissioner under 

this chapter; 
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(ii) A judicial review proceeding authorized under this chapter 
brought by an insurer to whom the records relate; or” 

(iii) An action or proceeding that arises out of the criminal laws of 
this state or the United States. 

(B) For the purposes of subdivision (e)(2)(A), “this chapter” includes the 
law of another state or jurisdiction that is substantially similar to this 
chapter. 

(3) Documents, materials or other information, including, but not limited 
to, all working papers, and copies thereof, in the possession or control of the 
NAIC and its affiliates and subsidiaries shall be confidential by law and 
privileged, shall not be subject to subpoena, and shall not be subject to 
discovery or admissible in evidence in any private civil action if they are: 

(A) Created, produced or obtained by or disclosed to the NAIC and its 
affiliates and subsidiaries in the course of assisting an examination made 
under this chapter, or assisting a commissioner in the analysis or 
investigation of the financial condition or market conduct of a licensee; or 

(B) Disclosed to the NAIC and its affiliates and subsidiaries under 
subdivision (e)(4) by a commissioner. 

(4) Neither the commissioner nor any person that received the docu- 
ments, material or other information while acting under the authority of the 
commissioner, including the NAIC and its affiliates and subsidiaries, shall 
be permitted to testify in any private civil action concerning any confidential 
documents, materials or information subject to subdivision (e)(1). 

(5) In order to assist in the performance of the commissioner’s duties, the 
commissioner: 

(A) May share documents, materials or other information, including the 
confidential and privileged documents, materials or information subject to 
subdivision (e)(1), with other state, federal and international regulatory 
agencies, with the NAIC and its affiliates and subsidiaries, and with state, 
federal and international law enforcement authorities; provided, that the 
recipient agrees to maintain the confidentiality and privileged status of 
the document, material, communication or other information; 

(B) May receive documents, materials, communications or information, 
including otherwise confidential and privileged documents, materials or 
information, from the NAIC and its affiliates and subsidiaries, and from 
regulatory and law enforcement officials of other foreign or domestic 
jurisdictions, and shall maintain as confidential or privileged any docu- 
ment, material or information received with notice or the understanding 
that it is confidential or privileged under the jurisdiction that is the source 
of the document, material or information; and 

(C) May enter into agreements governing sharing and use of informa- 
tion consistent with this subsection (e). 

(6) No waiver of any applicable privilege or claim of confidentiality in the 
documents, materials or information shall occur as a result of disclosure to 
the commissioner under this section or as a result of sharing as authorized 
in subdivision (e)(5). 

(7) A privilege established under the law of any state or jurisdiction that 
is substantially similar to the privilege established under this subsection (e) 
shall be available and enforced in any proceeding in, and in any court of, this 
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state. 

(8) Nothing contained in this chapter shall prevent or be construed as 
prohibiting the commissioner from disclosing the content of an examination 
report, preliminary examination report or results, or any matter relating 
thereto, to the commissioner of any other state or country, or to law 
enforcement officials of this or any other state or agency of the federal 
government at any time or to the NAIC, so long as such agency or office 
receiving the report or matters relating thereto agrees in writing to hold it 
confidential and in a manner consistent with this chapter. 

(f) Conflict of Interest. 

(1) An examiner may not be appointed by the commissioner if the 
examiner, either directly or indirectly, has a conflict of interest or is affiliated 
with the management of or owns a pecuniary interest in any person subject 
to examination under this chapter. This subsection (f) shall not be construed 
to automatically preclude an examiner from being: 

(A) A viator; 

(B) An insured in a viaticated insurance policy; or 

(C) A beneficiary in an insurance policy that is proposed to be 
viaticated. 

(2) Notwithstanding the requirements of this subsection (f), the commis- 
sioner may retain from time to time, on an individual basis, qualified 
actuaries, certified public accountants or other similar individuals who are 
independently practicing their professions, even though these persons may 
from time to time be similarly employed or retained by persons subject to 
examination under this chapter. 

(g) Cost of Examinations. Any licensee or applicant examined under this 
chapter shall pay the proper charges incurred in such examination, including 
the expenses of the commissioner or anyone employed or contracted by the 
commissioner to assist in the examination. 

(h) Immunity from Liability. 

(1) No cause of action shall arise nor shall any liability be imposed against 
the commissioner, the commissioner’s authorized representatives or any 
examiner appointed by the commissioner for any statements made or 
conduct performed in good faith while carrying out this chapter. 

(2) No cause of action shall arise, nor shall any liability be imposed 
against any person for the act of communicating or delivering information or 
data to the commissioner or the commissioner’s authorized representative or 
examiner pursuant to an examination made under this chapter, if the act of 
communication or delivery was performed in good faith and without fraudu- 
lent intent or the intent to deceive. This subdivision (h)(2) does not abrogate 
or modify in any way any common law or statutory privilege or immunity 
heretofore enjoyed by any person identified in subdivision (h)(1). 

(3) Aperson identified in subdivision (h)(1) or (h)(2) shall be entitled to an 
award of attorney’s fees and costs if the person is the prevailing party in a 
civil cause of action for libel, slander or any other relevant tort arising out of 
activities in carrying out this chapter and the party bringing the action was 
not substantially justified in doing so. For purposes of this subdivision (h)(3), 
a proceeding is “substantially justified” if it had a reasonable basis in law or 
fact at the time that it was initiated. 
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(i) Investigative Authority of the Commissioner. The commissioner 
may investigate suspected violations of this chapter or fraudulent viatical 


settlement acts and all persons engaged in the business of viatical settlements. 


History. 
Acts 2009, ch. 604, § 8. 


Compiler’s Notes. 

Former chapter 50, §§ 56-50-101—56-50-111 
(Acts 2000, ch. 699, §§ 1, 4-13), concerning the 
Life Settlements Act, was repealed by Acts 
2009, ch. 604, § 1, effective August 17, 2009. 
The apparent legislative intent, expressed in 
Acts 2009, ch. 604, § 20, was that the 2009 
repeal and reenactment of title 56, ch. 50 by 


that act take effect July 1, 2009; however, since 
a public chapter cannot become effective on a 
date prior to becoming law, the code commis- 
sion deems the repeal and reenactment by that 
act to take effect on August 17, 2009, in accor- 
dance with Tenn. Const., art. I], § 20. See 
Opinion of the Attorney General, June 25, 1982 
(OAG 82-336). 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


56-50-1008. Disclosure to viator. 


(a) With each application for a viatical settlement, a viatical settlement 
provider or viatical settlement broker shall provide the viator with at least the 
following disclosures no later than the time the application for the viatical 
settlement contract is signed by all parties. The disclosures shall be provided 
in a separate document that is signed by the viator and the viatical settlement 
provider or viatical settlement broker, and shall provide the following 
information: 

(1) There are possible alternatives to viatical settlement contracts, includ- 
ing any accelerated death benefits or policy loans offered under the viator’s 
life insurance policy; 

(2) That a viatical settlement broker represents exclusively the viator, 
and not the insurer or the viatical settlement provider, and owes a fiduciary 
duty to the viator, including a duty to act according to the viator’s instruc- 
tions and in the best interest of the viator; 

(3) Some or all of the proceeds of the viatical settlement may be taxable 
under federal income tax and state franchise and income taxes, and 
assistance should be sought from a professional tax advisor; 

(4) Proceeds of the viatical settlement could be subject to the claims of 
creditors; 

(5) Receipt of the proceeds of a viatical settlement may adversely affect 
the viator’s eligibility for medicaid or other government benefits or entitle- 
ments, and advice should be obtained from the appropriate government 
agencies; 

(6) The viator has the right to rescind a viatical settlement contract before 
the earlier of thirty (30) calendar days after the date upon which the viatical 
settlement contract is executed by all parties or fifteen (15) calendar days 
after the viatical settlement proceeds have been paid to the viator, as 
provided in § 56-50-110(f). Rescission, if exercised by the viator, is effective 
only if both notice of the rescission is given and the viator repays all proceeds 
and any premiums, loans and loan interest paid on account of the viatical 
settlement within the rescission period. If the insured dies during the 
rescission period, the viatical settlement contract shall be deemed to have 
been rescinded, subject to repayment by the viator or the viator’s estate of all 





587 TENNESSEE VIATICAL SETTLEMENT ACT OF 2009 56-50-108 


viatical settlement proceeds and any premiums, loans and loan interest paid 
on account of the viatical settlement within sixty (60) days of the insured’s 
death; 

(7) Funds will be sent to the viator within three (3) business days after the 
viatical settlement provider has received the insurer’s or group administra- 
tor’s written acknowledgment that ownership of the policy or interest in the 
certificate has been transferred and the beneficiary has been designated; 

(8) Entering into a viatical settlement contract may cause other rights or 
benefits, including conversion rights and waiver of premium benefits that 
may exist under the policy or certificate, to be forfeited by the viator. 
Assistance should be sought from a financial adviser; 

(9) Disclosure to a viator shall include distribution of a brochure describ- 
ing the process of viatical settlements. The National Association of Insur- 
ance Commissioners (NAIC) form for the brochure shall be used unless 
another form is developed or approved by the commissioner; 

(10) The disclosure document shall contain the following language: 


All medical, financial or personal information solicited or obtained by 
a viatical settlement provider or viatical settlement broker about an 
insured, including the insured’s identity or the identity of family 
members, a spouse or a significant other may be disclosed as necessary 
to effect the viatical settlement between the viator and the viatical 
settlement provider. If you are asked to provide this information, you 
will be asked to consent to the disclosure. The information may be 
provided to someone who buys the policy or provides funds for the 
purchase. You may be asked to renew your permission to share infor- 
mation every two (2) years. 


(11) Following execution of a viatical contract, the insured may be 
contacted for the purpose of determining the insured’s health status and to 
confirm the insured’s residential or business street address and telephone 
number, or as otherwise provided in this chapter. This contact shall be 
limited to once every three (3) months if the insured has a life expectancy of 
more than one (1) year, and no more than once per month if the insured has 
a life expectancy of one (1) year or less. All such contacts shall be made only 
by a viatical settlement provider licensed in the state in which the viator 
resided at the time of the viatical settlement and contract, or by the 
authorized representative of a duly licensed viatical settlement provider. 
(b) A viatical settlement provider shall provide the viator with at least the 

following disclosures no later than the date the viatical settlement contract is 
signed by all parties. The disclosures shall be conspicuously displayed in the 
viatical settlement contract or in a separate document signed by the viator and 
shall provide the following information: 

(1) The affiliation, if any, between the viatical settlement provider and the 
issuer of the insurance policy to be viaticated; 

(2) The document shall include the name, business address and telephone 
number of the viatical settlement provider; 

(3) If an insurance policy to be viaticated has been issued as a joint policy 
or involves family riders or any coverage of a life other than the insured 
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under the policy to be viaticated, the viator shall be informed of the possible 

loss of coverage on the other lives under the policy and shall be advised to 

consult with the viator’s insurance producer or the insurer issuing the policy 
for advice on the proposed viatical settlement; 

(4) State the dollar amount of the current death benefit payable to the 
viatical settlement provider under the policy or certificate. If known, the 
viatical settlement provider shall also disclose the availability of any 
additional guaranteed insurance benefits, the dollar amount of any acciden- 
tal death and dismemberment benefits under the policy or certificate and the 
extent to which the viator’s interest in those benefits will be transferred as 
a result of the viatical settlement contract; and 

(5) State whether the funds will be escrowed with an independent third 
party during the transfer process, and if so, provide the name, business 
address and telephone number of the independent third party escrow agent, 
and the fact that the viator or owner may inspect or receive copies of the 
relevant escrow or trust agreements or documents. 

(c) A viatical settlement broker shall provide the viator with at least the 
following disclosures no later than the date the viatical settlement contract is 
signed by all parties. The disclosures shall be conspicuously displayed in the 
viatical settlement contract or in a separate document signed by the viator and 
shall provide the following information: 

(1) The name, business address and telephone number of the viatical 
settlement broker; 

(2) A full, complete and accurate description of all offers, counter-offers, 
acceptances and rejections relating to the proposed viatical settlement 
contract; 

(3) A written disclosure of any affiliations or contractual arrangements 
between the viatical settlement broker and any person making an offer in 
connection with the proposed viatical settlement contracts; and 

(4) The amount and method of calculating the broker’s compensation. As 
used in this subdivision (c)(4), “compensation” includes anything of value 
paid or given to a viatical settlement broker for the placement of a policy. 
(d) If the viatical settlement provider transfers ownership or changes the 

beneficiary of the insurance policy, the provider shall communicate in writing 
the change in ownership or beneficiary to the insured within twenty (20) days 
after the change. 

(e) Aviatical settlement provider or its viatical settlement investment agent 
shall provide the viatical settlement purchaser with at least the following 
disclosures prior to the date the viatical settlement purchase agreement is 
signed by all parties. The disclosures shall be conspicuously displayed in any 
viatical purchase contract or in a separate document signed by the viatical 
settlement purchaser and viatical settlement provider or viatical settlement 
investment agent, and shall make the following disclosure to the viatical 
settlement purchaser: 

(1) The purchaser will receive no returns, i.e., no dividends and interest, 
until the insured dies and a death claim payment is made; 

(2) The actual annual rate of return on a viatical settlement contract is 
dependent upon an accurate projection of the insured’s life expectancy, and 
the actual date of the insured’s death. An annual guaranteed rate of return 
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is not determinable; 

(3) The viaticated life insurance contract should not be considered a liquid 
purchase since it is impossible to predict the exact timing of its maturity and 
the funds probably are not available until the death of the insured. There is 
no established secondary market for resale of these products by the 
purchaser; 

(4) The purchaser may lose all benefits or may receive substantially 
reduced benefits if the insurer goes out of business during the term of the 
viatical investment; 

(5) The purchaser is responsible for payment of the insurance premium or 
other costs related to the policy, if required by the terms of the viatical 
purchase agreement. These payments may reduce the purchaser’s return. If 
a party other than the purchaser is responsible for the payment, the name 
and address of that party also shall be disclosed; 

(6) The purchaser is responsible for payment of the insurance premiums 
or other costs related to the policy if the insured returns to health. Disclose 
the amount of such premiums, if applicable; 

(7) State the name, business address and telephone number of the 
independent third party providing escrow services and the relationship to 
the broker; 

(8) The amount of any trust fees or other expenses to be charged to the 
viatical settlement purchaser; 

(9) State whether the purchaser is entitled to a refund of all or part of the 
purchaser’s investment under the settlement contract if the policy is later 
determined to be null and void; 

(10) Disclose that group policies may contain limitations or caps in the 
conversion rights, additional premiums may have to be paid if the policy is 
converted, name the party responsible for the payment of the additional 
premiums and, if a group policy is terminated and replaced by another group 
policy, state that there may be no right to convert the original coverage; 

(11) Disclose the risks associated with policy contestability, including, but 
not limited to, the risk that the purchaser will have no claim or only a partial 
claim to death benefits should the insurer rescind the policy within the 
contestability period; 

(12) Disclose whether the purchaser will be the owner of the policy in 
addition to being the beneficiary, and if the purchaser is the beneficiary only 
and not also the owner, the special risks associated with that status, 
including, but not limited to, the risk that the beneficiary may be changed or 
the premium may not be paid; 

(13) Describe the experience and qualifications of the person who deter- 
mines the life expectancy of the insured, i.e., in-house staff, independent 
physicians and specialty firms that weigh medical and actuarial data, the 
information this projection is based on, and the relationship of the projection 
maker to the viatical settlement provider, if any; and 

(14) Disclosure to an investor shall include distribution of a brochure 
describing the process of investment in viatical settlements. The NAIC’s 
form for the brochure shall be used unless one is developed by the 
commissioner. 
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(f) A viatical settlement provider or its viatical settlement investment agent 
shall provide the viatical settlement purchaser with at least the following 
disclosures no later than at the time of the assignment, transfer or sale of all 
or a portion of an insurance policy. The disclosures shall be contained in a 
document signed by the viatical settlement purchaser and viatical settlement 
provider or viatical settlement investment agent, and shall make the following 
disclosures to the viatical settlement purchaser: 

(1) Disclose all the life expectancy certifications obtained by the provider 
in the process of determining the price paid to the viator; 

(2) State whether premium payments or other costs related to the policy 
have been escrowed. If escrowed, state the date upon which the escrowed 
funds will be depleted and whether the purchaser will be responsible for 
payment of premiums thereafter and, if so, the amount of the premiums; 

(3) State whether premium payments or other costs related to the policy 
have been waived. If waived, disclose whether the investor will be respon- 
sible for payment of the premiums if the insurer that wrote the policy 
terminates the waiver after purchase and the amount of those premiums; 

(4) Disclose the type of policy offered or sold, i.e., whole life, term life, 
universal life or a group policy certificate, any additional benefits contained 
in the policy and the current status of the policy; 

(5) If the policy is term insurance, disclose the special risks associated 
with term insurance including, but not limited to, the purchaser’s responsi- 
bility for additional premiums if the viator continues the term policy at the 
end of the current term; 

(6) State whether the policy is contestable; 

(7) State whether the insurer that wrote the policy has any additional 
rights that could negatively affect or extinguish the purchaser’s rights under 
the viatical settlement contract, what these rights are and under what 
conditions these rights are activated; and 

(8) State the name and address of the person responsible for monitoring 
the insured’s condition. Describe how often the monitoring of the insured’s 
condition is done, how the date of death is determined and how and when 
this information will be transmitted to the purchaser. 

(g) The viatical settlement purchase agreement is voidable by the purchaser 
at any time within three (3) days after the disclosures mandated by subsec- 
tions (e) and (f) are received by the purchaser. 


History. date prior to becoming law, the code commis- 


Acts 2009, ch. 604, § 9. 


Compiler’s Notes. 

Former chapter 50, §§ 56-50-101—56-50-111 
(Acts 2000, ch. 699, §§ 1, 4-13), concerning the 
Life Settlements Act, was repealed by Acts 
2009, ch. 604, § 1, effective August 17, 2009. 
The apparent legislative intent, expressed in 
Acts 2009, ch. 604, § 20, was that the 2009 
repeal and reenactment of title 56, ch. 50 by 
that act take effect July 1, 2009; however, since 
a public chapter cannot become effective on a 


sion deems the repeal and reenactment by that 
act to take effect on August 17, 2009, in accor- 
dance with Tenn. Const., art. II, § 20. See 
Opinion of the Attorney General, June 25, 1982 
(OAG 82-336). 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


Section to Section References. 
This section is referred to in §§ 56-50-105, 
56-50-110. 
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56-50-109. Disclosure to insurer. 


Prior to the initiation of a plan, transaction or series of transactions, a 
viatical settlement broker or viatical settlement provider shall fully disclose to 
an insurer a plan, transaction or series of transactions to which the viatical 
settlement broker or viatical settlement provider is a party, to originate, renew, 
continue or finance a life insurance policy with the insurer for the purpose of 
engaging in the business of viatical settlements at anytime prior to or during 
the first five (5) years after issuance of the policy. The insurer shall not disclose 
this information to any other viatical settlement provider or viatical settle- 
ment broker, including those affiliates of the insurer engaged in viatical 
settlement activity. 


History. 
Acts 2009, ch. 604, § 10. 


Compiler’s Notes. 

Former chapter 50, §§ 56-50-101—56-50-111 
(Acts 2000, ch. 699, §§ 1, 4-13), concerning the 
Life Settlements Act, was repealed by Acts 
2009, ch. 604, § 1, effective August 17, 2009. 
The apparent legislative intent, expressed in 
Acts 2009, ch. 604, § 20, was that the 2009 
repeal and reenactment of title 56, ch. 50 by 


that act take effect July 1, 2009; however, since 
a public chapter cannot become effective on a 
date prior to becoming law, the code commis- 
sion deems the repeal and reenactment by that 
act to take effect on August 17, 2009, in accor- 
dance with Tenn. Const., art. II, § 20. See 
Opinion of the Attorney General, June 25, 1982 
(OAG 82-336). 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


56-50-110. General rules. 


(a)(1) A viatical settlement provider entering into a viatical settlement 
contract shall first obtain: 

(A) If the viator is the insured, a written statement from a licensed 
attending physician that the viator is of sound mind and under no 
constraint or undue influence to enter into a viatical settlement contract; 
and 

(B) A document in which the insured consents to the release of the 
insured’s medical records to a licensed viatical settlement provider, 
viatical settlement broker and the insurance company that issued the life 
insurance policy covering the life of the insured. 

(2) Within twenty (20) days after a viator executes documents necessary 
to transfer any rights under an insurance policy or within twenty (20) days 
of entering any agreement, option, promise or any other form of understand- 
ing, expressed or implied, to viaticate the policy, the viatical settlement 
provider shall give written notice to the insurer that issued the insurance 
policy that the policy has or will become a viaticated policy. The notice shall 
be accompanied by the documents required by subdivision (a)(3). 

(3) The viatical provider shall deliver a copy of the medical release 
required under subdivision (a)(1)(B), a copy of the viator’s application for the 
viatical settlement contract, the notice required under subdivision (a)(2) and 
a request for verification of coverage to the insurer that issued the life policy 
that is the subject of the viatical transaction. The National Association of 
Insurance Commissioners (NAIC) form for verification of coverage shall be 
used unless another form is developed and approved by the commissioner. 

(4) The insurer shall respond to a request for verification of coverage 
submitted on an approved form by a viatical settlement provider or viatical 
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settlement broker within thirty (30) calendar days of the date the request is 
received and shall indicate whether, based on the medical evidence and 
documents provided, the insurer intends to pursue an investigation at this 
time regarding the validity of the insurance contract or possible fraud. The 
insurer shall accept a request for verification of coverage made on a NAIC 
form or any other form approved by the commissioner. The insurer shall 
accept an original or facsimile or electronic copy of such request and any 
accompanying authorization signed by the viator. Failure by the insurer to 
meet its obligations under this subdivision (a)(4) shall be a violation of 

§§ 56-50-111(c) and 56-50-116. 

(5) Prior to or at the time of execution of the viatical settlement contract, 
the viatical settlement provider shall obtain a witnessed document in which 
the viator consents to the viatical settlement contract, represents that the 
viator has a full and complete understanding of the viatical settlement 
contract, that the viator has a full and complete understanding of the 
benefits of the life insurance policy, acknowledges that the viator is entering 
into the viatical settlement contract freely and voluntarily and, for persons 
with a terminal or chronic illness or condition, acknowledges that the 
insured has a terminal or chronic illness and that the terminal or chronic 
illness or condition was diagnosed after the life insurance policy was issued. 

(6) Ifa viatical settlement broker performs any of these activities required 
of the viatical settlement provider, the provider is deemed to have fulfilled 
the requirements of this section. 

(b) All medical information solicited or obtained by any licensee shall be 
subject to the applicable state laws relating to confidentiality of medical 
information. 

(c) The viator has the right to rescind a viatical settlement contract before 
the earlier of thirty (30) calendar days after the date upon which the viatical 
settlement contract is executed by all parties or fifteen (15) calendar days after 
the viatical settlement proceeds have been paid to the viator, as provided in 
subsection (f). Rescission, if exercised by the viator, is effective only if both 
notice of the rescission is given, and the viator repays all proceeds and any 
premiums, loans and loan interest paid on account of the viatical settlement 
within the rescission period. If the insured dies during the rescission period, 
the viatical settlement contract shall be deemed to have been rescinded, 
subject to repayment by the viator or the viator’s estate of all viatical 
settlement proceeds and any premiums, loans and loan interest paid on 
account of the viatical settlement within sixty (60) days of the insured’s death. 

(d) The purchaser shall have the right to rescind a viatical settlement 
contract within three (3) days after the disclosures mandated by § 56-50- 
108(d) and (e) are received by the purchaser. 

(e) The viatical settlement provider shall instruct the viator to send the 
executed documents required to effect the change in ownership, assignment or 
change in beneficiary directly to the independent escrow agent. Within three 
(3) business days after the date the escrow agent receives the document or from 
the date the viatical settlement provider receives the documents, if the viator 
erroneously provides the documents directly to the provider, the provider shall 
pay or transfer the proceeds of the viatical settlement into an escrow or trust 
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account maintained in a state or federally chartered financial institution 
whose deposits are insured by the federal deposit insurance corporation 
(FDIC). Upon payment of the settlement proceeds into the escrow account, the 
escrow agent shall deliver the original change in ownership, assignment or 
change in beneficiary forms to the viatical settlement provider or related 
provider trust or other designated representative of the viatical settlement 
provider. Upon the escrow agent’s receipt of the acknowledgment of the 
properly completed transfer of ownership, assignment or designation of 
beneficiary from the insurance company, the escrow agent shall pay the 
settlement proceeds to the viator. 

(f) Failure to tender consideration to the viator for the viatical settlement 
contract within the time set forth in the disclosure pursuant to § 56-50- 
108(a)(7) renders the viatical settlement contract voidable by the viator for 
lack of consideration until the time consideration is tendered to and accepted 
by the viator. Funds shall be deemed sent by a viatical settlement provider to 
a viator as of the date that the escrow agent either releases funds for wire 
transfer to the viator or places a check for delivery to the viator via the United 
States postal service or other nationally recognized delivery service. 

(g) Contacts with the insured for the purpose of determining the health 
status of the insured by the viatical settlement provider after the viatical 
settlement has occurred shall only be made by the viatical settlement provider 
licensed in this state or its authorized representatives and shall be limited to 
once every three (3) months for insureds with a life expectancy of more than 
one (1) year, and to no more than once per month for insureds with a life 
expectancy of one (1) year or less. The provider shall explain the procedure for 
these contacts at the time the viatical settlement contract is entered into. The 
limitations set forth in this subsection (g) shall not apply to any contacts with 
an insured for reasons other than determining the insured’s health status. 
Viatical settlement providers and viatical settlement brokers shall be respon- 
sible for the actions of their authorized representatives. 


History. date prior to becoming law, the code commis- 


Acts 2009, ch. 604, § 11. 


Compiler’s Notes. 

Former chapter 50, §§ 56-50-101—56-50-111 
(Acts 2000, ch. 699, §§ 1, 4-13), concerning the 
Life Settlements Act, was repealed by Acts 
2009, ch. 604, § 1, effective August 17, 2009. 
The apparent legislative intent, expressed in 
Acts 2009, ch. 604, § 20, was that the 2009 
repeal and reenactment of title 56, ch. 50 by 
that act take effect July 1, 2009; however, since 
a public chapter cannot become effective on a 


56-50-111. Prohibited practices. 


sion deems the repeal and reenactment by that 
act to take effect on August 17, 2009, in accor- 
dance with Tenn. Const., art. II, § 20. See 
Opinion of the Attorney General, June 25, 1982 
(OAG 82-336). 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


Section to Section References. 
This section is referred to in §§ 56-50-105, 
56-50-108, 56-50-111. 


(a) It is a violation of this chapter for any person to enter into a viatical 
settlement contract at any time prior to the application or issuance of a policy 
that is the subject of viatical settlement contract or within a period of time 
established by rule, unless the viator certifies to the viatical settlement 
provider that one (1) or more of the following conditions have been met within 
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the prescribed period: 

(1) The policy was issued upon the viator’s exercise of conversion rights 
arising out of a group or individual policy; provided, that the total of the time 
covered under the conversion policy plus the time covered under the prior 
policy is at least the prescribed period. The time covered under a group policy 
shall be calculated without regard to any change in insurance carriers; 
provided, that the coverage has been continuous and under the same group 
sponsorship; 

(2) The viator submits independent evidence to the viatical settlement 
provider that one (1) or more of the following conditions have been met 
within the prescribed period: 

(A) The viator or insured is terminally or chronically ill; 

(B) The viator’s spouse dies; 

(C) The viator divorces the viator’s spouse; 

(D) The viator retires from full-time employment; 

(E) The viator becomes physically or mentally disabled and a physician 
determines that the disability prevents the viator from maintaining 
full-time employment; or 

(F) A final order, judgment or decree is entered by a court of competent 
jurisdiction, on the application of a creditor of the viator, adjudicating the 
viator bankrupt or insolvent, or approving a petition seeking reorganiza- 
tion of the viator or appointing a receiver, trustee or liquidator to all ora 
substantial part of the viator’s assets; or 
(3) Such other exemptions as may be prescribed by rule. 

(b) Copies of the independent evidence described in subdivision (a)(2) and 
documents required by § 56-50-110(a) shall be submitted to the insurer when 
the viatical settlement provider submits a request to the insurer for verifica- 
tion of coverage. The copies shall be accompanied by a letter of attestation from 
the viatical settlement provider that the copies are true and correct copies of 
the documents received by the viatical settlement provider. 

(c) If the viatical settlement provider submits to the insurer a copy of the 
owner or insured’s certification described in and the independent evidence 
required by subdivision (a)(2) when the provider submits a request to the 
insurer to effect the transfer of the policy or certificate to the viatical 
settlement provider, the copy shall be deemed to conclusively establish that the 
viatical settlement contract satisfies the requirements of this section and the 
insurer shall timely respond to the request. 

(d) No insurer may, as a condition of responding to a request for verification 
of coverage or effecting the transfer of a policy pursuant to a viatical settlement 
contract, require that the viator, insured, viatical settlement provider or 
viatical settlement broker sign any forms, disclosures, consent or waiver form 
that has not been expressly approved by the commissioner for use in connec- 
tion with viatical settlement contracts in this state. 

(e) Upon receipt of a properly completed request for change of ownership or 
beneficiary of a policy, the insurer shall respond in writing within thirty (30) 
calendar days with written acknowledgement confirming that the change has 
been effected or specifying the reasons why the requested change cannot be 
processed. The insurer shall not unreasonably delay effecting change of 
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ownership or beneficiary and shall not otherwise seek to interfere with any 
viatical settlement contract lawfully entered into in this state. 


History. 
Acts 2009, ch. 604, § 12. 


Compiler’s Notes. 

Former chapter 50, §§ 56-50-101—56-50-111 
(Acts 2000, ch. 699, §§ 1, 4-13), concerning the 
Life Settlements Act, was repealed by Acts 
2009, ch. 604, § 1, effective August 17, 2009. 
The apparent legislative intent, expressed in 
Acts 2009, ch. 604, § 20, was that the 2009 
repeal and reenactment of title 56, ch. 50 by 


that act take effect July 1, 2009; however, since 
a public chapter cannot become effective on a 
date prior to becoming law, the code commis- 
sion deems the repeal and reenactment by that 
act to take effect on August 17, 2009, in accor- 
dance with Tenn. Const., art. II, § 20. See 
Opinion of the Attorney General, June 25, 1982 
(OAG 82-336). 


Section to Section References. 
This section is referred to in § 56-50-110. 


56-50-112. Prohibited practices and conflicts of interest. 


(a) With respect to any viatical settlement contract or insurance policy, no 
viatical settlement broker knowingly shall solicit an offer from, effectuate a 
viatical settlement with or make a sale to any viatical settlement provider, 
viatical settlement purchaser, viatical settlement investment agent, financing 
entity or related provider trust that is controlling, controlled by or under 
common control with such viatical settlement broker unless disclosed to the 
viator pursuant to this chapter. 

(b) With respect to any viatical settlement contract or insurance policy, no 
viatical settlement provider knowingly may enter into a viatical settlement 
contract with a viator, if, in connection with such viatical settlement contract, 
anything of value will be paid to a viatical settlement broker that is controlling, 
controlled by or under common control with such viatical settlement provider 
or the viatical settlement purchaser, viatical settlement investment agent, 
financing entity or related provider trust that is involved in such viatical 
settlement contract unless disclosed to the viator pursuant to this chapter. 

(c) A viatical settlement provider shall not enter into a premium finance 
agreement with any person or agency, or any person affiliated with such person 
or agency, pursuant to which such person or agency shall receive any proceeds, 
fees or other consideration, directly or indirectly, from the policy or owner of 
the policy or any other person with respect to the premium finance agreement 
or any viatical settlement contract or other transaction related to such policy 
that are in addition to the amounts required to pay the principal, interest and 
service charges related to policy premiums pursuant to the premium finance 
agreement or subsequent sale of such agreement. Any payments, charges, fees, 
normal insurance commissions or other amounts, in addition to the amounts 
required to pay the principal, interest, and service charges related to policy 
premiums paid under the premium finance agreement, shall be remitted to the 
original owner of the policy or to the original owner’s estate if the original 
owner is not living at the time of the determination of the overpayment. 

(d) A violation of subsection (a) or (b) shall be deemed a fraudulent viatical 
settlement act. | 

(e) A person shall not issue, solicit, market or otherwise promote the 
purchase of an insurance policy for the sole purpose of or with a primary 
emphasis on settling the policy. 

(f) A person, including, without limitation, a viatical settlement provider 
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providing premium financing, shall not receive any proceeds, fees or other 
consideration from the policy or owner of the policy that is in addition to the 
amounts required to pay principal, interest and any costs or expenses incurred 
by the lender or borrower in connection with the premium finance agreement, 
except for the event of a default, unless either the default on such loan or 
transfer of the policy occurs pursuant to an agreement or understanding with 
any other person for the purpose of evading regulation under this chapter. Any 
payments, charges, fees or other amounts received by a person, including, 
without limitation, a viatical settlement provider providing premium financing 
in violation of this subsection (f), shall be remitted to the original owner of the 
policy or to the original owner’s estate if the original owner is not living at the 
time of the determination of overpayment. 

(g) In the solicitation, application for or issuance of a life insurance policy, a 
person shall not employ any device, scheme or artifice to create an insurable 
interest in the life of a person except as allowed by law. 

(h) No viatical settlement provider shall enter into a viatical settlement 
contract unless the viatical settlement promotional, advertising and market- 
ing materials, as may be prescribed by regulation, have been filed with the 
commissioner. In no event shall any marketing materials expressly reference 
that the insurance is free for any period of time. The inclusion of any reference 
in the marketing materials that would cause a viator to reasonably believe 
that the insurance is free for any period of time shall be considered a violation 
of this chapter. 

(i) No life insurance producer, insurance company, viatical settlement 
broker, viatical settlement provider or viatical settlement investment agent 
shall make any statement or representation to the applicant or policyholder in 
connection with the sale or financing of a life insurance policy to the effect that 
the insurance is free or without cost to the policyholder for any period of time 
unless provided in the policy. 


History. 
Acts 2009, ch. 604, § 13. 


Compiler’s Notes. 

Former chapter 50, §§ 56-50-101—56-50-111 
(Acts 2000, ch. 699, §§ 1, 4-13), concerning the 
Life Settlements Act, was repealed by Acts 
2009, ch. 604, § 1, effective August 17, 2009. 
The apparent legislative intent, expressed in 
Acts 2009, ch. 604, § 20, was that the 2009 


repeal and reenactment of title 56, ch. 50 by 
that act take effect July 1, 2009; however, since 
a public chapter cannot become effective on a 
date prior to becoming law, the code commis- 
sion deems the repeal and reenactment by that 
act to take effect on August 17, 2009, in accor- 
dance with Tenn. Const., art. II, § 20. See 
Opinion of the Attorney General, June 25, 1982 
(OAG 82-336). 


56-50-113. Advertising for viatical settlements and viatical settlement 
purchase agreements. 


(a) This section shall apply to any advertising of viatical settlement con- 
tracts, viatical settlement purchase agreements or related products or services 
intended for dissemination in this state, including Internet advertising viewed 
by persons located in this state. Where disclosure requirements are estab- 
lished pursuant to federal regulation, this section shall be interpreted so as to 
minimize or eliminate conflict with federal regulation wherever possible. 

(b) Every viatical settlement licensee shall establish and at all times 
maintain a system of control over the content, form and method of dissemina- 
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tion of all advertisements of its contracts, products and services. All advertise- 
ments, regardless of by whom written, created, designed or presented, shall be 
the responsibility of the viatical settlement licensees, as well as the individual 
who created or presented the advertisement. A system of control shall include 
regular routine notification, at least once a year, to agents and others 
authorized by the viatical settlement licensee that disseminate advertisements 
of the requirements and procedures for approval prior to the use of any 
advertisements not furnished by the viatical settlement licensee. 

(c) Advertisements shall be truthful and not misleading in fact or by 
implication. The form and content of an advertisement of a viatical settlement 
contract or viatical settlement purchase agreement, product or service shall be 
sufficiently complete and clear so as to avoid deception. It shall not have the 
capacity or tendency to mislead or deceive. Whether an advertisement has the 
capacity or tendency to mislead or deceive shall be determined by the 
commissioner from the overall impression that the advertisement may be 
reasonably expected to create upon a person of average education or intelli- 
gence within the segment of the public to which it is directed. 

(d) Certain viatical settlement advertisements are deemed false and mis- 
leading on their face and are prohibited. False and misleading viatical 
settlement advertisements include, but are not limited to, the following 
representations: 

(1) “Guaranteed”, “fully secured”, “100 percent secured”, “fully insured”, 
“secure”, “safe”, “backed by rated insurance companies”, “backed by federal 
law”, “backed by state law”, or “state guaranty funds” or similar 
representations; 

(2) “No risk”, “minimal risk”, “low risk”, “no speculation”, “no fluctuation” 
or similar representations; : 

(3) “Qualified or approved for individual retirement accounts (IRAs), Roth 
IRAs, 401(k) plans, simplified employee pensions (SEP), 403(b), Keogh 
plans, tax sheltered annuity TSA, other retirement account rollovers”, “tax 
deferred” or similar representations; 

(4) Utilization of the word “guaranteed” to describe the fixed return, 
annual return, principal, earnings, profits, investment or similar 
representations; 

(5) “No sales charges or fees” or similar representations; 

(6) “High yield”, “superior return”, “excellent return”, “high return”, 
“quick profit” or similar representations; and 

(7) Purported favorable representations or testimonials about the benefits 
of viatical settlement contracts or viatical settlement purchase agreements 
as an investment, taken out of context from newspapers, trade papers, 
journals, radio and television programs and all other forms of print and 
electronic media. 

(e) The information required to be disclosed under this chapter shall not be 
minimized, rendered obscure or presented in an ambiguous fashion or inter- 
mingled with the text of the advertisement so as to be confusing or misleading. 

(1) An advertisement shall not omit material information or use words, 
phrases, statements, references or illustrations if the omission or use has the 
capacity, tendency or effect of misleading or deceiving viators, purchasers or 
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prospective purchasers as to the nature or extent of any benefit, loss covered, 
premium payable or state or federal tax consequence. The fact that the 
viatical settlement contract or viatical settlement purchase agreement 
offered is made available for inspection prior to consummation of the sale, or 
an offer is made to refund the payment if the viator is not satisfied or that 
the viatical settlement contract or viatical settlement purchase agreement 
includes a “free look” period that satisfies or exceeds legal requirements, 
does not remedy misleading statements. 

(2) An advertisement shall not use the name or title of a life insurance 
company or a life insurance policy unless the advertisement has been 
approved by the insurer. 

(3) An advertisement shall not represent that premium payments will not 
be required to be paid on the life insurance policy that is the subject of a 
viatical settlement contract or viatical settlement purchase agreement in 
order to maintain that policy, unless that is the fact. 

(4) An advertisement shall not state or imply that interest charged on an 
accelerated death benefit or a policy loan is unfair, inequitable or in any 
manner an incorrect or improper practice. 

(5) The words “free”, “no cost”, “without cost”, “no additional cost”, “at no 
extra cost” or words of similar import shall not be used with respect to any 
benefit or service unless true. An advertisement may specify the charge for 
a benefit or a service or may state that a charge is included in the payment 
or use other appropriate language. 

(6)(A) Testimonials, appraisals or analysis used in advertisements must: 

(i) Be genuine; 

(ii) Represent the current opinion of the author; 

(iii) Be applicable to the viatical settlement contract or viatical 
settlement purchase agreement, product or service advertised, if any; 
and 

(iv) Be accurately reproduced with sufficient completeness to avoid 
misleading or deceiving prospective viators or purchasers as to the 
nature or scope of the testimonials, appraisal, analysis or endorsement. 
(B) In using testimonials, appraisals or analysis, a licensee under this 

chapter makes as its own all the statements contained therein, and the 

statements are subject to this section. 

(C) If the individual making a testimonial, appraisal, analysis or an 
endorsement has a financial interest in the party making use of the 
testimonial, appraisal, analysis or endorsement, either directly or through 
a related entity as a stockholder, director, officer, employee or otherwise, or 
receives any benefit directly or indirectly other than required union scale 
wages, that fact shall be prominently disclosed in the advertisement. 

(D) An advertisement shall not state or imply that a viatical settlement 
contract or viatical settlement purchase agreement, benefit or service has 
been approved or endorsed by a group of individuals, society, association or 
other organization unless that is the fact and unless any relationship 
between an organization and the viatical settlement licensee is disclosed. 
If the entity making the endorsement or testimonial is owned, controlled 
or managed by the viatical settlement licensee, or receives any payment or 





599 TENNESSEE VIATICAL SETTLEMENT ACT OF 2009 56-50-113 


other consideration from the viatical settlement licensee for making an 
endorsement or testimonial, that fact shall be disclosed in the advertise- 
ment. 

(E) When an endorsement refers to benefits received under a viatical 
settlement contract or viatical settlement purchase agreement, all perti- 
nent information shall be retained for a period of five (5) years after its 
use. 

(f) An advertisement shall not contain statistical information unless it 
accurately reflects recent and relevant facts. The source of all statistics used in 
an advertisement shall be identified. 

(g) An advertisement shall not disparage insurers, viatical settlement 
providers, viatical settlement brokers, viatical settlement investment agents, 
insurance producers, policies, services or methods of marketing. 

(h) The name of the viatical settlement licensee shall be clearly identified in 
all advertisements about the licensee or its viatical settlement contract or 
viatical settlement purchase agreements, products or services, and if any 
specific viatical settlement contract or viatical settlement purchase agreement 
is advertised, the viatical settlement contract or viatical settlement purchase 
agreement shall be identified either by form number or some other appropriate 
description. If an application is part of the advertisement, the name of the 
viatical settlement provider shall be shown on the application. 

(i) An advertisement shall not use a trade name, group designation, name of 
the parent company of a viatical settlement licensee, name of a particular 
division of the viatical settlement licensee, service mark, slogan, symbol or 
other device or reference without disclosing the name of the viatical settlement 
licensee, if the advertisement would have the capacity or tendency to mislead 
or deceive as to the true identity of the viatical settlement licensee or to create 
the impression that a company other than the viatical settlement licensee 
would have any responsibility for the financial obligation under a viatical 
settlement contract or viatical settlement purchase agreement. 

(j) An advertisement shall not use any combination of words, symbols or 
physical materials that by their content, phraseology, shape, color or other 
characteristics are so similar to a combination of words, symbols or physical 
materials used by a government program or agency or otherwise appear to be 
of such a nature that they tend to mislead prospective viators or purchasers 
into believing that the solicitation is in some manner connected with a 
government program or agency. 

(k) An advertisement may state that a viatical settlement licensee is 
licensed in the state where the advertisement appears; provided, that it does 
not exaggerate that fact or suggest or imply that a competing viatical 
settlement licensee may not be so licensed. The advertisement may ask the 
audience to consult the licensee’s web site or contact the department of 
insurance to find out if the state requires licensing and, if so, whether the 
viatical settlement provider, viatical settlement broker or viatical settlement 
investment agent is licensed. 

(1) An advertisement shall not create the impression that the viatical 
settlement provider, its financial condition or status, the payment of its claims 
or the merits, desirability or advisability of its viatical settlement contracts or 
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viatical settlement purchase agreement forms are recommended or endorsed 
by any government entity. 3 

(m) The name of the actual licensee shall be stated in all of its advertise- 
ments. An advertisement shall not use a trade name, any group designation, 
name of any affiliate or controlling entity of the licensee, service mark, slogan, 
symbol or other device in a manner that would have the capacity or tendency 
to mislead or deceive as to the true identity of the actual licensee or create the 
false impression that an affiliate or controlling entity would have any respon- 
sibility for the financial obligation of the licensee. 

(n) An advertisement shall not directly or indirectly create the impression 
that any division or agency of the state or of the United States government 
endorses, approves or favors: 

(1) Any viatical settlement licensee or its business practices or methods of 
operation; : 

(2) The merits, desirability or advisability of any viatical settlement 
contract or viatical settlement purchase agreement; 

(3) Any viatical settlement contract or viatical settlement purchase agree- 
ment; or 

(4) Any life insurance policy or life insurance company. 

(o) If the advertiser emphasizes the speed with which the viatication will 
occur, the advertising must disclose the average time frame from completed 
application to the date of offer and from acceptance of the offer to receipt of the 
funds by the viator. 

(p) If the advertising emphasizes the dollar amounts available to viators, 
the advertising shall disclose the average purchase price as a percent of face 
value obtained by viators contracting with the licensee during the past six (6) 
months. 


History. 
Acts 2009, ch. 604, § 14. 


Compiler’s Notes. 

Former chapter 50, §§ 56-50-101—56-50-111 
(Acts 2000, ch. 699, §§ 1, 4-13), concerning the 
Life Settlements Act, was repealed by Acts 
2009, ch. 604, § 1, effective August 17, 2009. 
The apparent legislative intent, expressed in 
Acts 2009, ch. 604, § 20, was that the 2009 
repeal and reenactment of title 56, ch. 50 by 


that act take effect July 1, 2009; however, since 
a public chapter cannot become effective on a 
date prior to becoming law, the code commis- 
sion deems the repeal and reenactment by that 
act to take effect on August 17, 2009, in accor- 
dance with Tenn. Const., art. II, § 20. See 
Opinion of the Attorney General, June 25, 1982 
(OAG 82-336). 


Section to Section References. 
This section is referred to in § 56-50-105. 


56-50-114. Fraud prevention and control. 


(a) Fraudulent Viatical Settlement Acts, Interference and Participa- 
tion of Convicted Felons Prohibited. 
(1) A person shall not commit a fraudulent viatical settlement act. 
(2) A person shall not knowingly or intentionally interfere with the 
enforcement of this chapter or investigations of suspected or actual viola- 


tions of this chapter. 


(3) A person in the business of viatical settlements shall not knowingly or 
intentionally permit any person convicted of a felony involving dishonesty or 
breach of trust to participate in the business of viatical settlements. 
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(b) Fraud Warning Required. 

(1) Viatical settlement contracts and purchase agreement forms and 
applications for viatical settlements, regardless of the form of transmission, 
shall contain the following statement or a substantially similar statement: 


Any person who knowingly presents false information in an application 
for insurance, viatical settlement contract or a viatical settlement pur- 
chase agreement is guilty of a crime and may be subject to fines and 
confinement in prison. 


(2) The lack of a statement as required in subdivision (b)(1) does not 
constitute a defense in any prosecution for a fraudulent viatical settlement 
act. 

(c) Mandatory Reporting of Fraudulent Viatical Settlement Acts. 

(1) Any person engaged in the business of viatical settlements having 
knowledge or a reasonable suspicion that a fraudulent viatical settlement 
act is being, will be or has been committed shall provide to the commissioner 
such information as required by, and in a manner prescribed by, the 
commissioner. 

(2) Any other person having knowledge or a reasonable belief that a 
fraudulent viatical settlement act is being, will be, or has been committed 
may provide to the commissioner the information required by, and in a 
manner prescribed by, the commissioner. 

(d) Immunity from Liability. 

(1) No civil liability shall be imposed on and no cause of action shall arise 
from a person’s furnishing information concerning suspected, anticipated or 
completed fraudulent viatical settlement acts or suspected or completed 
fraudulent insurance acts, if the information is provided to or received from: 

(A) The commissioner or the commissioner’s employees, agents or 
representatives; 

(B) Federal, state or local law enforcement or regulatory officials or 
their employees, agents or representatives; 

(C) A person involved in the prevention and detection of fraudulent 
viatical settlement acts or that person’s agents, employees or representa- 
tives; 

(D) The National Association of Insurance Commissioners (NAIC), the 
Financial Industry Regulatory Authority (FINRA), the North American 
Securities Administrators Association (NASAA), or their employees, 
agents or representatives, or other regulatory body overseeing life insur- 
ance, viatical settlements, securities or investment fraud; or 

(KE) The life insurer that issued the life insurance policy covering the life 
of the insured. 

(2) Subdivision (d)(1) shall not apply to statements made with actual 
malice. In an action brought against a person for filing a report or furnishing 
other information concerning a fraudulent viatical settlement act, the party 
bringing the action shall plead specifically any allegation that subdivision 
(d)(1) does not apply because the person filing the report or furnishing the 
information did so with actual malice. 
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(3) A person furnishing information as identified in subdivision (d)(1) 
shall be entitled to an award of attorney’s fees and costs if the person is the 
prevailing party in a civil cause of action for libel, slander or any other 
relevant tort arising out of activities in carrying out this chapter and the 
party bringing the action was not substantially justified in doing so. For 
purposes of this subdivision (d)(3), a proceeding is “substantially justified” if 
it had a reasonable basis in law or fact at the time that it was initiated. 
However, such an award does not apply to any person furnishing informa- 
tion concerning the person’s own fraudulent viatical settlement acts. 

(4) This section does not abrogate or modify common law or statutory 
privileges or immunities enjoyed by a person described in subdivision (d)(1). 
(e) Confidentiality. 

(1) The documents and evidence provided pursuant to subsection (d) or 
obtained by the commissioner in an investigation of suspected or actual 
fraudulent viatical settlement acts shall be privileged and confidential and 
shall not be a public record and shall not be subject to discovery or subpoena 
in a civil or criminal action. 

(2) Subdivision (e)(1) does not prohibit release by the commissioner of 
documents and evidence obtained in an investigation of suspected or actual 
fraudulent viatical settlement acts: 

(A) In administrative or judicial proceedings to enforce laws adminis- 
tered by the commissioner; 

(B) To federal, state or local law enforcement or regulatory agencies, to 
an organization established for the purpose of detecting and preventing 
fraudulent viatical settlement acts or to the NAIC; or 

(C) At the discretion of the commissioner, to a person in the business of 
viatical settlements that is aggrieved by a fraudulent viatical settlement 
act. 

(3) Release of documents and evidence under subdivision (e)(2) does not 
abrogate or modify the privilege granted in subdivision (e)(1). 

(f) Other Law Enforcement or Regulatory Authority. This chapter 
shall not: 

(1) Preempt the authority or relieve the duty of other law enforcement or 
regulatory agencies to investigate, examine and prosecute suspected viola- 
tions of law; 

(2) Prevent or prohibit a person from voluntarily disclosing information 
concerning viatical settlement fraud to a law enforcement or regulatory 
agency other than the department of commerce and insurance; or 

(3) Limit the powers granted elsewhere by the laws of this state to the 
commissioner or an insurance fraud unit to investigate and examine possible 
violations of law and to take appropriate action against wrongdoers. 

(g) Viatical Settlement Antifraud Initiatives. 

(1) Viatical settlement providers and viatical settlement brokers shall 
have in place antifraud initiatives reasonably calculated to detect, prosecute 
and prevent fraudulent viatical settlement acts. At the discretion of the 
commissioner, the commissioner may order, or a licensee may request and 
the commissioner may grant, such modifications of the required initiatives 
in subdivision (g)(2) as necessary to ensure an effective antifraud program. 
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The modifications may be more or less restrictive than the required 
initiatives so long as the modifications may reasonably be expected to 
accomplish the purpose of this chapter. 
(2) Antifraud initiatives shall include: 
(A) Fraud investigators, who may be viatical settlement provider or 
viatical settlement broker employees or independent contractors; and 
(B) An antifraud plan, which shall be submitted to the commissioner. 
The antifraud plan shall include, but not be limited to: 

(i) A description of the procedures for detecting and investigating 
possible fraudulent viatical settlement acts and procedures for resolving 
material inconsistencies between medical records and insurance 
applications; 

(ii) A description of the procedures for reporting possible fraudulent 
viatical settlement acts to the commissioner; 

(iii) A description of the plan for antifraud education and training of 
underwriters and other personnel; and 

(iv) A description or chart outlining the organizational arrangement 
of the antifraud personnel who are responsible for the investigation and 
reporting of possible fraudulent viatical settlement acts and investigat- 
ing unresolved material inconsistencies between medical records and 


insurance applications. 


(3) Antifraud plans submitted to the commissioner shall be privileged and 
confidential and shall not be a public record and shall not be subject to 
discovery or subpoena in a civil or criminal action. 


History. 
Acts 2009, ch. 604, § 15. 


Compiler’s Notes. 

Former chapter 50, §§ 56-50-101—56-50-111 
(Acts 2000, ch. 699, 8§ 1, 4-13), concerning the 
Life Settlements Act, was repealed by Acts 
2009, ch. 604, § 1, effective August 17, 2009. 
The apparent legislative intent, expressed in 
Acts 2009, ch. 604, § 20, was that the 2009 
repeal and reenactment of title 56, ch. 50 by 
that act take effect July 1, 2009; however, since 
a public chapter cannot become effective on a 
date prior to becoming law, the code commis- 
sion deems the repeal and reenactment by that 
act to take effect on August 17, 2009, in accor- 
dance with Tenn. Const., art. II, § 20. See 
Opinion of the Attorney General, June 25, 1982 
(OAG 82-336). 


Effective Dates. 

Acts 2009, ch. 604, § 20. August 17, 2009. 
The apparent legislative intent, expressed in 
§ 20, was that the 2009 repeal and reenact- 
ment of title 56, ch. 50 by that act take effect 
July 1, 2009; however, since a public chapter 
cannot become effective on a date prior to 
becoming law, the code commission deems the 
repeal and reenactment by that act to take 
effect on August 17, 2009, in accordance with 
Tenn. Const., art. II, § 20. See Opinion of the 
Attorney General, June 25, 1982 (OAG 82-336). 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


Section to Section References. 
This section is referred to in §§ 56-50-103, 
56-50-105, 56-50-106. 


56-50-115. Injunctions — Civil remedies — Cease and desist. 


(a) In addition to the penalties and other enforcement provisions of this 
chapter, if any person violates this chapter or any regulation implementing 
this chapter, the commissioner may seek an injunction in a court of competent 
jurisdiction and may apply for temporary and permanent orders that the 
commissioner determines are necessary to restrain the person from commit- 


ting the violation. 


(b) Any person damaged by the acts of a person in violation of this chapter 
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may bring a civil action against the person committing the violation in a court 
of competent jurisdiction. 

(c) A violation of this chapter attendant to the execution of a viatical 
settlement purchase agreement renders the viatical settlement purchase 
agreement voidable and subject to rescission by the viatical settlement 
purchaser, upon return of the policy received to the viatical settlement 
provider. Suit for rescission may be brought in a court of competent jurisdiction 
or where the alleged violator resides or has a principal place of business or 
where the alleged violation occurred. 

(d) The commissioner may issue, in accordance with § 56-2-305, a cease and 
desist order upon a person that violates this chapter, any regulation or order 
adopted by the commissioner or any written agreement entered into with the 
commissioner. 

(e) When the commissioner finds that an activity in violation of this chapter 
presents an immediate danger to the public that requires an immediate final 
order, the commissioner may issue an emergency cease and desist order 
reciting with particularity the facts underlying the findings. The emergency 
cease and desist order is effective immediately upon service of a copy of the 
order on the respondent and remains effective for ninety (90) days. If the 
commissioner begins nonemergency cease and desist proceedings, the emer- 
gency cease and desist order remains effective, absent an order by a court of 
competent jurisdiction pursuant to the Uniform Administrative Procedures 
Act, compiled in title 4, chapter 5, part 3. 

(f) In addition to the penalties and other enforcement provisions of this 
chapter, any person that violates this chapter is subject to a civil penalty of up 
to ten thousand dollars ($10,000) per violation. Imposition of civil penalties 
shall be pursuant to an order of the commissioner issued under the Uniform 
Administrative Procedures Act. The commissioner’s order may require a 
person found to be in violation of this chapter to make restitution to persons 
agerieved by violations of this chapter. 

(g\(1) It is an offense to commit a fraudulent viatical settlement act. A 

violation of this subdivision (g)(1) is an offense graded as provided in 

§ 39-14-105, based upon the greater of: 

(A) The value of property, services or other benefit wrongfully obtained 
or attempted to be obtained; or 

(B) The aggregate economic loss suffered by any person as a result of 
the violation. 

(2) A person who commits an offense as provided in subdivision (g)(1) 
shall be ordered to pay restitution to persons aggrieved by such act in 
addition to any other punishment provided for such offense. 

(h) Except for a fraudulent viatical settlement act committed by a viator, the 
enforcement provisions and penalties of this section shall not apply to a viator. 


History. 
Acts 2009, ch. 604, § 16. 


Compiler’s Notes. 

Former chapter 50, §§ 56-50-101—56-50-111 
(Acts 2000, ch. 699, §§ 1, 4-13), concerning the 
Life Settlements Act, was repealed by Acts 


2009, ch. 604, § 1, effective August 17, 2009. 
The apparent legislative intent, expressed in 
Acts 2009, ch. 604, § 20, was that the 2009 
repeal and reenactment of title 56, ch. 50 by 
that act take effect July 1, 2009; however, since 
a public chapter cannot become effective on a 
date prior to becoming law, the code commis- 
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sion deems the repeal and reenactment by that 
act to take effect on August 17, 2009, in accor- 
dance with Tenn. Const., art. II, § 20. See 


56-50-116. Unfair trade practices. 


TENNESSEE VIATICAL SETTLEMENT ACT OF 2009 


56-50-117 


Opinion of the Attorney General, June 25, 1982 
(OAG 82-336). 


A violation of this chapter, including the commission of a fraudulent viatical 
settlement act, shall be considered an unfair trade practice under chapter 8 of 
this title, subject to the penalties contained in chapter 8 of this title. 


History. 
Acts 2009, ch. 604, § 17. 


Compiler’s Notes. 

Former chapter 50, §§ 56-50-101—56-50-111 
(Acts 2000, ch. 699, §§ 1, 4-13), concerning the 
Life Settlements Act, was repealed by Acts 
2009, ch. 604, § 1, effective August 17, 2009. 
The apparent legislative intent, expressed in 
Acts 2009, ch. 604, § 20, was that the 2009 
repeal and reenactment of title 56, ch. 50 by 


that act take effect July 1, 2009; however, since 
a public chapter cannot become effective on a 
date prior to becoming law, the code commis- 
sion deems the repeal and reenactment by that 
act to take effect on August 17, 2009, in accor- 
dance with Tenn. Const., art. II, § 20. See 
Opinion of the Attorney General, June 25, 1982 
(OAG 82-336). 


Section to Section References. 
This section is referred to in § 56-50-110. 


56-50-117. Authority to promulgate regulations. 


The commissioner shall have the authority to: 

(1) Promulgate rules to effectuate the purposes of this chapter. The rules 
shall be promulgated in accordance with the Uniform Administrative Pro- 
cedures Act, compiled in title 4, chapter 5; 

(2) Establish standards for evaluating reasonableness of payments under 


viatical settlement contracts for persons who are terminally or chronically 
ill. This authority includes, but is not limited to, regulation of discount rates 
used to determine the amount paid in exchange for assignment, transfer, 
sale, devise or bequest of a benefit under a life insurance policy insuring the 
life of a person who is chronically or terminally ill; 

(3) Establish appropriate licensing requirements, fees and standards for 
continued licensure for viatical settlement providers, brokers and viatical 
settlement investment agents; 

(4) Require a bond or other mechanism for financial accountability for 
viatical settlement providers and brokers; 

(5) Adopt rules governing the relationship and responsibilities of both 
insurers and viatical settlement providers, viatical settlement brokers and 
viatical settlement investment agents during the viatication of a life insur- 
ance policy or certificate; and 

(6) Establish guidelines and standards of permissible and impermissible 
conduct in the advertising of viatical settlements to assure that product 
descriptions are presented in a manner that prevents unfair, deceptive or 
misleading advertising, and is conducive to accurate presentation and 
description of viatical settlements through the advertising media and 
materials used by viatical settlement licensees. 


Compiler’s Notes. 
Former chapter 50, §§ 56-50-101—56-50-111 


History. 
Acts 2009, ch. 604, § 18. 


56-50-117 


(Acts 2000, ch. 699, §§ 1, 4-13), concerning the 
Life Settlements Act, was repealed by Acts 
2009, ch. 604, § 1, effective August 17, 2009. 
The apparent legislative intent, expressed in 
Acts 2009, ch. 604, § 20, was that the 2009 
repeal and reenactment of title 56, ch. 50 by 
that act take effect July 1, 2009; however, since 
a public chapter cannot become effective on a 
date prior to becoming law, the code commis- 
sion deems the repeal and reenactment by that 
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act to take effect on August 17, 2009, in accor- 
dance with Tenn. Const., art. II, § 20. See 
Opinion of the Attorney General, June 25, 1982 
(OAG 82-336). 


Collateral References. 

State regulation of viatical life insurance 
programs, viatical settlements, and viatical in- 
vestments. 28 A.L.R.6th 281. 
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Section 

56-51-144. Delinquency or supervision. 

56-51-145. Fees. 

56-51-146. Investigative power of department. 

56-51-147. Unfair methods of competition, unfair or deceptive acts or practices defined. 
56-51-148. Appeals from the department. 

56-51-149. Civil liability. 

56-51-150. Confidentiality. 

56-51-151. Acquisitions. 

56-51-152. Taxes imposed. 

56-51-153. Rules. 

56-51-154. Applicability of provisions of chapter 32 of this title to successor organizations. 
56-51-155. Holding company regulation. 


56-51-101. Short title. 


This chapter shall be known and may be cited as the “Tennessee Prepaid 
Limited Health Service Organization Act of 2000.” 


History. 
Acts 2000, ch. 948, § 1. 


56-51-102. Chapter definitions. 


As used in this chapter, the term: 

(1) “Capitation” means the fixed amount paid by a prepaid limited health 
service organization to a health care provider under contract with the 
prepaid limited health service organization in exchange for the rendering of 
covered limited health services; 

(2) “Commissioner” means the commissioner of commerce and insurance; 

(3) “Department” means the department of commerce and insurance; 

(4) “Enrollee” means an individual, including dependents, who is entitled 
to limited health services pursuant to a contract, or any other evidence of 
coverage, with a health maintenance organization, licensed pursuant to 
chapter 32 of this title, or a contract with a state or federal agency; 

(5) “Evidence of coverage” means the certificate, agreement, membership 
card, or contract issued pursuant to this chapter setting forth the coverage 
to which an enrollee is entitled through a health maintenance organization 
licensed pursuant to chapter 32 of this title or a state or federal agency; 

(6) “Insolvent” means that all the statutory assets of the prepaid limited 
health service organization, if made immediately available, would not be 
sufficient to discharge all of its statutory liabilities or that the prepaid 
limited health service organization is unable to pay its debts as they become 
due in the usual course of business; 

(7) “Limited health service” means dental care services, vision care 
services, mental health services, substance abuse services, and pharmaceu- 
tical services. “Limited health service” does not include inpatient, hospital 
surgical services, or emergency services except as the services are provided 
incident to the limited health services set forth in this subdivision (7). 
However, “limited health service” does not exclude inpatient mental health 
or inpatient substance abuse services; 

(8) “Prepaid limited health service contract” means any contract entered 
into by a prepaid limited health service organization with a health mainte- 
nance organization or a state or federal agency to provide limited health 
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services in exchange for a prepaid per capita or prepaid aggregate fixed sum; 

(9) “Prepaid limited health service organization” means any person, 
corporation, partnership, or any other entity that, in return for a prepay- 
ment from a health maintenance organization or a state or federal agency, 
undertakes to provide or arrange for, or provide access to, the provision of a 
limited health service to enrollees through an exclusive panel of providers. A 
“prepaid limited health service organization” may not contract with indi- 
viduals, but only through a health maintenance organization or a state or 
federal agency. This shall not limit the organization from contracting with 
providers to provide contracted services. “Prepaid limited health service 
organization” does not include: , 

(A) An entity otherwise authorized pursuant to the laws of this state to 
indemnify for any limited health service; 
(B) A provider or entity when providing limited health services pursu- 

ant to a contract with a prepaid limited health service organization, a 

health maintenance organization, a health insurer, or a self-insurance 

plan; or 

(C) Any person who, in exchange for fees, dues, charges or other 
consideration, provides access to a limited health service provider without 
assuming any responsibility for payment for the limited health service or 
any portion of the limited health service; 

(10) “Provider” means, but is not limited to, any physician, dentist, health 
facility, or other person or institution that is duly licensed in this state to 
deliver limited health services; 

(11) “Qualified independent actuary” means an actuary who is a member 
of the American Academy of Actuaries or the Society of Actuaries and who 
has experience in establishing rates for limited health services and who has 
no financial or employment interest in the prepaid limited health service 
organization; 

(12) “Reporting period” means the annual accounting period or fiscal year, 
or any part of the accounting period or fiscal year, of the prepaid limited 
health service organization. The calendar year shall be the fiscal year for 
each prepaid limited health service organization; 

(18) “Subscriber” means an individual on whose behalf a contract or 
arrangement has been entered into with a prepaid limited health service 
organization for health care services or other persons who also receive health 
care services as a result of the contract; 

(14) “Surplus notes” means debt that has been subordinated to all claims 
of subscribers and general creditors of the organization and the debt 
instrument shall so state; 

(15) “Statutory accounting principles” means generally accepted account- 
ing principles, except as modified by this chapter; and 

(16) “Working capital” means current assets minus current liabilities. 


History. 
Acts 2000, ch. 948, § 2. 
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56-51-103. Exemption from Tennessee insurance code. 


Except as provided in this chapter, prepaid limited health service organiza- 
tions are governed by this chapter and are exempt from this title unless 
specifically referenced. 


History. 
Acts 2000, ch. 948, § 3. 


56-51-104. Insurance business not authorized. 


Nothing in this title or this chapter authorizes any prepaid limited health 
service organization to transact any insurance business other than that 
specifically authorized by this chapter, or otherwise to engage in any other type 
of insurance unless it is authorized under a certificate of authority issued by 
the department under the Tennessee insurance code. 


History. 
Acts 2000, ch. 948, § 4. 


56-51-105. Certificate of authority required — Ambulance service 
plans — Exceptions. 


(a) A person, corporation, partnership, or other entity may not operate a 
prepaid limited health service organization in this state without obtaining and 
maintaining a certificate of authority from the department pursuant to this 
chapter. 

(b) A political subdivision of this state that is operating an emergency 
medical services system and offers a prepaid ambulance service plan as a part 
of its emergency medical services system shall be exempt from this chapter and 
all other provisions of this title. 

(c) An insurer, while authorized to transact health insurance in this state, or 
a health maintenance organization possessing a valid certificate of authority in 
this state, or a duly licensed medical and hospital service corporation may also 
provide services under this chapter without additional qualification or author- 
ity, but shall be otherwise subject to the applicable provisions of this chapter. 


History. 
Acts 2000, ch. 948, § 5. 


56-51-106. Application for certificate of authority. 


(a) Before any entity may operate a prepaid limited health service organi- 
zation, it must obtain a certificate of authority from the department. An 
application for a certificate of authority to operate a prepaid limited health 
service organization must be filed with the department on a form prescribed by 
the department. The application must be sworn to by an officer or authorized 
representative of the applicant and be accompanied by the following: 

(1) Acopy of the applicant’s basic organizational document, including the 
articles of incorporation, articles of association, partnership agreements, 
trust agreement, or other applicable documents and all amendments to the 
documents; 
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(2) A copy of all bylaws, rules, and regulations, or similar documents, if 
any, regulating the conduct of the applicant’s internal affairs; 

(3) A list of the names, addresses, official positions, and biographical 
information of the individuals who are responsible for conducting the 
applicant’s affairs, including, but not limited to, all members of the board of 
directors, board of trustees, executive committee, or other governing board 
or committee, the officers, contracted management company personnel, and 
any person or entity owning or having the right to acquire ten percent (10%) 
or more of the voting securities of the applicant. The listing must fully 
disclose the extent and nature of any contracts or arrangements between 
any individual who is responsible for conducting the applicant’s affairs and 
the prepaid limited health service organization, including any possible 
conflicts of interest; 

(4) Acomplete biographical statement, on forms prescribed by the depart- 
ment, an independent investigation report, with respect to each individual 
identified under subdivision (a)(3); 

(5) A statement generally describing the applicant, its facilities and 
personnel, and the limited health service or services to be offered; 

(6) A copy of the form of all contracts made or to be made between the 
applicant and any providers regarding the provision of limited health 
services to enrollees; 

(7) A copy of the form of any contract made or arrangement to be made 
between the applicant and any person listed in subdivision (a)(3); 

(8) A copy of the form of any contract made or to be made between the 
applicant and any person, corporation, partnership, or other entity for the 
performance on the applicant’s behalf of any function, including, but not 
limited to, marketing, administration, enrollment, investment management, 
and subcontracting for the provision of limited health services to enrollees; 

(9) A copy of the form of any prepaid limited health service contract that 
is to be issued to employers, unions, trustees, individuals, or other organi- 
zations and a copy of any form of evidence of coverage to be issued to 
subscribers; 

(10) Acopy of the applicant’s most recent financial statements audited by 
an independent certified public accountant; 

(11) A copy of the applicant’s financial plan, including a three-year 
projection of anticipated operating results, a statement of the sources of 
funding, and provisions for contingencies, for which projection all material 
assumptions shall be disclosed; 

(12) A schedule of rates and charges for each contract to be used that 
contains an opinion from a qualified independent actuary that the rates are 
not inadequate, excessive, or discriminatory; 

(13) A description of the proposed method of marketing; 

(14) A description of the subscriber complaint procedures to be estab- 
lished and maintained as required under § 56-51-1311; 

(15) A description of how the applicant will comply with § 56-51-138; 

(16) The fee for issuance of a certificate of authority as provided in 
§ 56-51-145; and . 

(17) Other information the department may reasonably require to make 
the determinations required by this chapter. 
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(b) The applicant shall meet the network adequacy requirements estab- 
lished pursuant to § 56-7-2356. 


History. 
Acts 2000, ch. 948, § 6; 2004, ch. 507, § 5. 


Section to Section References. 
This section is referred to in §§ 56-51-107, 
56-51-108, 56-51-109, 56-51-139. 


56-51-107. Issuance of certificate of authority — Denial. 


(a) Following receipt of an application filed pursuant to § 56-51-106, the 
department shall review the application and notify the applicant of any 
deficiencies contained in the application. The department shall issue a certifi- 
cate of authority to an applicant who has filed a completed application in 
conformity with § 56-51-106, upon payment of the fees specified by § 56-51- 
145 and upon the department being satisfied that the following conditions are 
met: 

(1) The requirements of § 56-51-106 have been fulfilled; 

(2) The entity has met the applicable minimum net worth requirements 
and working capital requirements as provided under § 56-32-112; 

(3) The entity furnished evidence of adequate insurance coverage, includ- 
ing, but not limited to, general liability or professional liability coverage, or 
an adequate plan for self-insurance to respond to claims for injuries arising 
out of the furnishing of covered services; 

(4) The ownership, control, and management of the entity are competent 
and trustworthy and possess managerial experience that would make the 
proposed operation beneficial to the subscribers. The department shall not 
grant or continue authority to transact the business of a prepaid limited 
health service organization in this state at any time during which the 
department has good reason to believe that the ownership, control, or 
management of the organization includes any person whose business opera- 
tions are or have been marked by business practices or conduct that is to the 
detriment of the public, stockholders, investors, or creditors; 

(5) The entity has demonstrated compliance with § 56-51-138 by obtain- 
ing a blanket fidelity bond in the amount of at least fifty thousand dollars 
($50,000), issued by a licensed insurance carrier in this state, that will 
reimburse the entity in the event that anyone handling the funds of the 
entity either misappropriates or absconds with the funds. All employees 
handling the funds must be covered by the blanket fidelity bond. However, 
the fidelity bond need not cover an individual who owns one hundred percent 
(100%) of the stock of the organization if the stockholder maintains total 
control of the organization’s financial assets, books and records, and fidelity 
bond coverage is not available for the individual. An agent licensed under 
this title may, either directly or indirectly, represent the prepaid limited 
health service organization in the solicitation, negotiation, effectuation, 
procurement, receipt, delivery, or forwarding of any subscriber’s contract, or 
collect or forward any consideration paid by the subscriber to the prepaid 
limited health service organization. The licensed agent shall not be required 
to post the bond required by this subsection (a); 
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(6) The prepaid limited health service organization has a grievance 
procedure that will facilitate the resolution of subscriber grievances and that 
includes both formal and informal steps available within the organization; 

(7) The applicant is financially responsible and may reasonably be ex- 
pected to meet its obligations to enrollees and to prospective enrollees. In 
making this determination, the department may consider: 

(A) The financial soundness of the applicant’s arrangements for limited 
health services and the minimum standard rates, deductibles, copay- 
ments, and other patient charges used in connection with the arrange- 
ments; 

(B) The adequacy of surplus, other sources of funding, and provisions 
for contingencies; and 

(C) The manner in which the requirements of § 56-51-137 have been 
fulfilled; 

(8) The agreements with providers for the provision of limited health 
services contain the provisions required by § 56-51-128; 

(9) Any deficiencies identified by the department have been corrected; and 

(10) All requirements of this chapter have been met. 

(b) If the certificate of authority is denied, the department shall notify the 
applicant and shall specify the reasons for denial in the notice. 


History. 
Acts 2000, ch. 948, § 7. 


Section to Section References. 
This section is referred to in §§ 56-51-108, 
56-51-139. 


56-51-108. Continued eligibility for certificate of authority. 


In order to maintain its eligibility for a certificate of authority, a prepaid 
limited health service organization must continue to meet all conditions 
required to be met under this chapter and the rules adopted under this chapter 
for the initial application for and issuance of its certificate of authority under 
8§ 56-51-106 and 56-51-107. 


History. 
Acts 2000, ch. 948, § 8. 


56-51-109. Certain entities contracting with state Title XIX agency. 


Any entity licensed under this chapter that provides services solely to Title 
XIX program recipients under a contract with the state shall be exempt from 
8§ 56-51-106(12), 56-51-112(e) and (k), 56-51-1138, 56-51-117, 56-51-123, 56- 
51-127, and 56-51-134(b)(5)(A) and (B). Further, the commissioner may by rule 
exempt the entities from other provisions of this chapter where determined by 
the commissioner to be reasonable and appropriate. The rules shall be 
promulgated in accordance with § 56-51-1583. 


History. 
Acts 2000, ch. 948, § 9; 2004, ch. 507, § 3. 
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56-51-110. Use of English required in contracts and forms. 


All contracts or forms utilized by the prepaid limited health services 
organization, whether directed to providers or enrollees, shall be written in the 
English language. 


History. 
Acts 2000, ch. 948, § 10. 


56-51-111. Language used in contracts and marketing materials. 


All prepaid limited health services contracts, marketing materials, and 
literature must disclose in boldfaced type the name of the organization and 
disclose that the organization is a prepaid limited health service organization 
licensed under this chapter. 


History. 
Acts 2000, ch. 948, § 11. 


56-51-112. Prepaid limited health service contracts. 


(a) Any entity issued a certificate of authority and otherwise in compliance 
with this chapter may enter into contracts in this state to provide an 
agreed-upon set of limited health services to subscribers in exchange for a 
prepaid per capita sum or a prepaid aggregate fixed sum from a health 
maintenance organization or a state or federal agency. 

(1) The department shall disapprove any form filed under this subsection 
(a), or withdraw any previous approval of the form, if the form: 

(A) Is in any respect in violation of, or does not comply with, this 
chapter or rule adopted under this chapter; 

(B) Contains or incorporates by reference, where the incorporation is 
otherwise permissible, any inconsistent, ambiguous, or misleading clauses 
or exceptions and conditions that deceptively affect the risk purported to 
be assumed in the general coverage of the contract; 

(C) Has any title, heading, or other indication of its provisions that is 
misleading; 

(D) Is printed or otherwise reproduced in such a manner as to render 
any material provision of the form substantially illegible; 

(E) Contains provisions that are unfair, inequitable, or contrary to the 
public policy of this state or that encourage misrepresentation; or 

(F) Charges rates that are determined by the department to be inad- 
equate, excessive, or unfairly discriminatory. 

(2) It is not the intent of this subsection (a) to restrict unduly the right to 
modify rates in the exercise of reasonable business judgment. 

(3) All contracts shall be for a minimum period of twelve (12) months, 
unless the contract holder requests, in writing, a shorter contract period. 
(b) Every prepaid limited health service organization shall provide each 

subscriber a contract, a certificate, membership card, or member handbook 
that must clearly state all of the services to which a subscriber is entitled 
under the contract and must include a clear and understandable statement of 
any limitations on the services or kinds of services to be provided, including 
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any copayment feature or schedule of benefits required by the contract or by 
any insurer or entity that is underwriting any of the services offered by the 
prepaid limited health service organization. The contract, certificate, provider 
listing, or member handbook must also state where and in what manner the 
health services may be obtained. 

(c) The documents provided pursuant to subsection (b) must have a clear 
and understandable description of the method used by the prepaid limited 
health service organization for resolving subscriber grievances and must 
contain the address of the department and the department’s toll-free consumer 
hotline. 

(d) All prepaid limited health service coverage, benefits, or services for a 
member of the family of the subscriber must, as to the family member’s 
coverage, benefits, or services, provide also that the coverage, benefits, or 
services applicable for children will be provided with respect to a preenrolled 
newborn child of the subscriber, or covered family member of the subscriber, 
from the moment of birth, or adoption pursuant to state law. 

(e) No alteration of any written application for any prepaid limited health 
services contract may be made by any person other than the applicant without 
the applicant’s written consent, except that insertions may be made by the 
prepaid limited health service organization for administrative purposes only, 
in a manner as to indicate clearly that the insertions are not to be ascribed to 
the applicant. 

(f) No contract may contain any waiver of rights or benefits provided to or 
available to subscribers under any law or rule applicable to prepaid limited 
health service organizations. 

(g) Each document provided pursuant to subsection (b) must state that 
emergency services, if any, will be provided to subscribers in emergency 
situations not permitting treatment through the prepaid limited health service 
organization providers, without prior notification to and approval of the 
organization. The prepaid limited health services document must contain a 
definition of emergency services, describe procedures for determination by the 
prepaid limited health service organization of whether the services qualify for 
reimbursement as emergency services, and contain specific examples of what 
does constitute an emergency. 

(h)(1) All prepaid limited health services contracts, certificates, and mem- 

ber handbooks must contain the following provision: 

“Grace Period: This contract has a (insert number of days, but not less 
than ten (10) days) -day grace period. This provision means that if any 
required premium is not paid on or before the date it is due, it may be paid 
subsequently during the grace period. During the grace period, the 
contract will stay in force.” 

(2) Subdivision (h)(1) does not apply to certificates or member handbooks 
delivered to individual subscribers under a group prepaid limited health 
services contract when the employer who will hold the contract on behalf of the 
subscriber group pays the entire premium for the individual subscriber. 
However, the required provision applies to the group prepaid limited health 
services contract. | 

(i) The contract must clearly disclose the intent of the prepaid limited health 
service organization as to the applicability or nonapplicability of coverage to 
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preexisting conditions. The contract must also disclose what services are 
excludable. 

(j) All prepaid limited health service organization contracts that provide 
coverage for a member of the family of the subscriber, must, as to the family 
member’s coverage, provide that coverage, benefits, or services applicable for 
children will be provided with respect to an adopted child of the subscriber, 
which child is placed in compliance with state adoption law, from the moment 
of placement in the residence of the subscriber. In the case of a newborn child, 
coverage begins from the moment of birth if a written agreement to adopt the 
child has been entered into by the subscriber prior to the birth of the child 
whether or not the agreement is enforceable. However, coverage for the child 
is not required if the child is not ultimately adopted by the subscriber in 
compliance with state adoption law. 

(k) Each prepaid limited health service organization shall provide prospec- 
tive enrollees, upon request, with written information about the terms and 
conditions of the plan in accordance with subsection (b) to enable prospective 
enrollees to make informed decisions about accepting a managed-care system 
of limited health care delivery. All marketing materials printed by the prepaid 
limited health services organization must contain a notice in boldfaced type 
that states that the information required under this section is available to 
prospective enrollees upon request. 

(1) Each prepaid limited health service organization shall make available to 
all subscribers, upon request, a description of the authorization and referral 
process for services or a description of the process used to analyze the 
qualifications and credentials of providers under contract with the organiza- 
tion. 


History. Section to Section References. 
Acts 2000, ch. 948, § 12. This section is referred to in § 56-51-109. 


56-51-113. Rates for subscribers — Requirements. 


(a) The rates charged by any prepaid limited health service organization to 
its subscribers shall not be excessive, inadequate, or unfairly discriminatory. 
The department may require whatever information it deems necessary to 
determine that a rate or proposed rate meets the requirements of this section. 

(b) In determining whether a rate is in compliance with subsection (a), the 
department must take into consideration the limited services provided, the 
method in which the services are provided, and the method of provider 
payment. This section may not be construed as authorizing the department to 
establish by rule minimum loss ratios for prepaid limited health service 
organizations’ rates. 


History. Section to Section References. 
Acts 2000, ch. 948, § 13. This section is referred to in § 56-51-109. 


56-51-114. Changes in rates and benefits — Material modifications — 
Addition of limited health services. 


(a)(1) No prepaid limited health services contract, certificate of coverage, 
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application, enrollment form, rider, endorsement, and applicable rates to be 
charged may be delivered in this state unless the forms and rates have been 
filed with the department by or on behalf of the prepaid limited health 
service organization and have been approved by the department. Every form 
filed shall be identified by a unique form number placed in the lower left 
corner of each form. If a prepaid limited health service organization desires 
to amend any contract with its subscribers or any certificate or member 
handbook, or desires to change any rate charged for the contract or to change 
any basic prepaid limited health services contract, certificate, grievance 
procedure, or member handbook form, or application form where written 
application is required and is to be made a part of the contract, or printed 
amendment, addendum, rider, or endorsement form or form renewal certifi- 
cate, it must file the changes thirty (30) days prior to the effective date of the 
proposed change. At least thirty (30) days’ written notice must be provided 
to the subscriber before application of any approved change in rates. In the 
case of a group enrollee, there may be a contractual agreement with the 
prepaid limited health service organization to have the contract holder 
provide the required notice to the individual enrollees of the group. Any 
proposed change must contain information as required by this section. 

(2) The prepaid limited health service organization’s certification must be 
prepared by an independent actuary. The chief executive officer of the 
prepaid limited health service organization must review and sign the 
certification indicating the officer’s agreement with its conclusions. Follow- 
ing receipt of notice of any disapproval or withdrawal of approval, no prepaid 
limited health service organization may issue or use any form disapproved 
by the department or as to which the department has withdrawn approval. 
(b) If the filings are not disapproved by the department within thirty (30) 

days of the receipt of complete filings, the filings shall be deemed approved. 


History. 
Acts 2000, ch. 948, § 14. 


56-51-115. Additional contract contents. 


A prepaid limited health services contract may contain additional provisions 
not inconsistent with this chapter that are: 

(1) Necessary because of the manner in which the organization is consti- 
tuted or operated in order to state the rights and obligations of the parties to 
the contract; or 

(2) Desired by the organization and neither prohibited by law nor in 
conflict with any provisions required to be included. 


History. 
Acts 2000, ch. 948, § 15. 


56-51-116. Genetic information restrictions. 


A prepaid limited health service organization must comply with chapter 7, 
part 27 of this title. | 
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History. 
Acts 2000, ch. 948, § 16. 


56-51-117. Restrictions upon expulsion or refusal to issue or renew 
contract. 


(a) A prepaid limited health service organization may not expel or refuse to 
renew the coverage of or refuse to enroll any individual member of a subscriber 
group through a health maintenance organization or a state or federal agency 
on the basis of the race, color, creed, disability, marital status, sex, or national 
origin of the subscriber or individual. 

(b) A prepaid limited health service organization may not expel or refuse to 
renew the coverage of any individual member of a subscriber group through a 
health maintenance organization or a state or federal agency on the basis of 
the age or health status of the subscriber or individual. 

(c) For group solicitations through a contract with a health maintenance 
organization, a prepaid limited health service organization may preunderwrite 
to determine group acceptability. However, once a contract is issued, a prepaid 
limited health service organization must provide coverage to all existing 
enrollees and their dependents, and newly employed enrollees and their 
dependents who have enrolled within thirty (30) days of eligibility or member- 
ship. 

(d) Nothing in this section prohibits a prepaid limited health service 
organization from requiring in its contracts with health maintenance organi- 
zations that, as a condition of continued eligibility for membership, dependents 
of a subscriber upon reaching a specified age convert to a converted contract. 
Coverage must continue to be provided to children with a disability who are 
incapable of self-sustaining employment by reason of mental or physical 
disability, and substantially dependent upon the enrollee for support and 
maintenance. 


History. 
Acts 2000, ch. 948, § 17; 2011, ch. 47, §§ 67, 
68. 


Compiler’s Notes. 

Acts 2011, ch. 47, § 107 provided that noth- 
ing in the legislation shall be construed to alter 
or otherwise affect the eligibility for services or 
the rights or responsibilities of individuals cov- 
ered by the provision on the day before the date 


of enactment of this legislation, which was July 
1, 2011. 

Acts 2011, ch. 47, § 108 provided that the 
provisions of the act are declared to be remedial 
in nature and all provisions of the act shall be 
liberally construed to effectuate its purposes. 


Section to Section References. 
This section is referred to in § 56-51-109. 


56-51-118. Charter — Bylaw provisions. 


No prepaid limited health services contract may contain any provision 
purporting to make any portion of the articles of incorporation, charter, 
bylaws, or other organizational document of the prepaid limited health service 
organization a part of the contract unless the provision is set forth in full in the 
contract. Any contract provision in violation of this section is invalid unless the 
provision operates to the benefit of the subscriber. 


History. 
Acts 2000, ch. 948, § 18. 
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56-51-119. Execution of contracts. 


(a) Every prepaid limited health services contract must be executed in the 
name of and on behalf of the prepaid limited health service organization by its 
officer, attorney in fact, employee, or representative duly authorized by the 
organization. 

(b) A facsimile signature of any executing individual may be used in lieu of 
an original signature. 

(c) No prepaid limited health services contract that is otherwise valid is 
rendered invalid by reason of the apparent execution of the contract on behalf 
of the prepaid limited health service organization by the imprinted facsimile 
signature of an individual not authorized so to execute as of the date of the 
contract. 


History. 
Acts 2000, ch. 948, § 19. 


56-51-120. Validity of noncomplying contracts. 


(a) Any prepaid limited health services contract rider, endorsement, attach- 
ment, or addendum otherwise valid that contains any condition or provision 
not in compliance with the requirements of this chapter is not thereby 
rendered invalid, but must be construed and applied in accordance with the 
conditions and provisions as they would have applied had the contract, rider, 
endorsement, attachment, or addendum been in full compliance with this 
chapter. If an organization issues or delivers any contract for an amount that 
exceeds any limitations otherwise provided in this chapter, the organization is 
liable to the subscriber or the subscriber’s beneficiary for the full amount 
stated in the contract in addition to any other penalties that may be imposed 
under this chapter. 

(b) Any prepaid limited health services contract delivered or issued for 
delivery in this state covering a subscriber, which subscriber pursuant to this 
chapter the organization may not lawfully cover under the contract, is 
cancelable at any time by the organization, any provision of the contract to the 
contrary notwithstanding, and the organization must promptly cancel the 
contract in accordance with the request of the department for cancellation. No 
illegality or cancellation may be deemed to relieve the organization of any 
hability incurred by it under the contract while in force or to prohibit the 
organization from retaining the pro rata earned premium or rate on the 
contract. This subsection (b) does not relieve the organization from any penalty 
otherwise incurred by the organization under this chapter for any such 
violation. 


History. 
Acts 2000, ch. 948, § 20. 


56-51-121. Construction of contracts. 


Every prepaid limited health services contract must be construed according 
to the entirety of its terms and conditions as set forth in the contract and as 
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amplified, extended, or modified by any application, endorsement, attachment, 
or addendum. 


History. 
Acts 2000, ch. 948, § 21. 


56-51-122. Delivery of contract. 


Unless delivered upon execution or issuance, a prepaid limited health 
services contract, certificate of coverage, or member handbook must be mailed 
or delivered to the health maintenance organization or to the state or federal 
agency with whom the prepaid limited health services organization has 
contracted prior to the effective date of coverage by the prepaid limited health 
service organization. 


History. 
Acts 2000, ch. 948, § 22. 


56-51-123. Notice of cancellation of contract. 


(a) Except for nonpayment of premium or termination of eligibility, a 
prepaid limited health service organization may not cancel or otherwise 
terminate or fail to renew a prepaid limited health services contract without 
giving the subscriber and the health maintenance organization or state or 
federal agency with whom it has contracted at least forty-five (45) days’ notice 
in writing of the cancellation, termination, or nonrenewal of the contract. The 
written notice must state the reason or reasons for the cancellation, termina- 
tion, or nonrenewal. The only reasons for cancellation at the time other than 
the renewal period shall be as follows: 

(1) The subscriber’s behavior is disruptive, unruly, abusive, unlawful, 
fraudulent, or uncooperative to the extent that the subscriber’s continuing 
participation seriously impairs the organization’s ability to provide services 
to other subscribers; 

(2) Fraud or material misrepresentation in applying for or presenting any 
claim for benefits under the contract; 

(3) Misuse of the documents provided as evidence of benefits available 
pursuant to the contract; or 

(4) Furnishing to the organization, by the subscriber, incorrect or incom- 
plete information for the purposes of fraudulently obtaining services. 

(b) Prior to disenrollment, the organization must make an effort to resolve 
the problem through the grievance procedure and must determine that the 
subscriber’s behavior is not due to use of the services provided or mental 
illness. All prepaid limited health services contracts must contain a clause that 
requires that this notice be given. In the case of a prepaid limited health 
services contract issued to an employer holding the contract on behalf of the 
subscriber group, the prepaid limited health service organization may make 
the notification through the employer, and, if the prepaid limited health 
service organization elects to take this action through the employer, the 
organization shall be deemed to have complied with this section upon notifying 
the employer of the requirements of this section and requesting the employer 
to forward the required notice to all subscribers. 
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History. Section to Section References. 
Acts 2000, ch. 948, § 23. This section is referred’ to in § 56-51-109. 


56-51-124. Construction and relationship with other laws. 


(a) No other provision of this title applies to a prepaid limited health service 
organization, unless a prepaid limited health service organization is specifi- 
cally mentioned in the provision. 

(b) Except as provided in this chapter, this title does not apply to prepaid 
limited health service organizations certificated under this chapter. Any 
person, entity, or prepaid limited health service organization operating with- 
out a subsisting certificate of authority in violation of this chapter or rules 
adopted under this chapter, in addition to being subject to this chapter, is 
subject to the insurance code. 

(c) The department is vested with all powers granted to it under the 
insurance code with respect to the investigation of any violation of this chapter. 


History. 
Acts 2000, ch. 948, § 24. 


56-51-125. Acceptable payments. 


Each prepaid limited health service organization may accept from a health 
maintenance organization licensed pursuant to chapter 32 of this title, or a 
state or federal agency payments covering all or part of the cost of contracts 
entered into between the prepaid limited health service organization and its 
subscribers. 


History. 
Acts 2000, ch. 948, § 25. 


56-51-126. Certain words prohibited in name of organization. 


(a) No entity certificated as a prepaid limited health service organization, 
other than a licensed insurer or health maintenance organization insofar as its 
name is concerned, may use in its name, contracts, or literature any of the 
words “insurance,” “casualty,” “surety,” “mutual,” or “HMO,” or any other 
words descriptive of the insurance, casualty, HMO, or surety business or 
deceptively similar to the name or description of any insurance, HMO, or 
surety corporation doing business in this state. 

(b) No person, entity, or health care plan not certificated under this chapter 
may use in its name, logo, contracts, or literature the phrase “prepaid limited 
health services contract” or the initials “PLHSC” to imply, directly or indirectly, 
that it is a prepaid limited health service organization or hold itself out to be 
a prepaid limited health service organization. 


History. 
Acts 2000, ch. 948, § 26. 


56-51-127. Extension of benefits. 


Every prepaid limited health services contract must provide that termina- 
tion of the contract by the prepaid limited health service organization is 
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without prejudice to any continuous loss that commenced while the contract 
was in force. Extension of benefits beyond the period the contract was in force 
must be until the specific treatment or procedure undertaken upon any 
subscriber has been completed or for ninety (90) days, whichever is the lesser 
period of time. 


History. Section to Section References. 
Acts 2000, ch. 948, § 27. This section is referred to in § 56-51-109. 


56-51-128. Provider arrangements. 


(a) Whenever a contract exists between a prepaid limited health service 
organization and a provider, and the organization fails to meet its obligations 
to pay fees for services already rendered to a subscriber, who is in good 
standing, the prepaid limited health service organization is liable for the fee or 
fees rather than the subscriber, and the contract must so state. 

(b) No subscriber, who is in good standing, of a prepaid limited health 
service organization is liable to any provider of health care services for any 
services covered by the prepaid limited health service organization. 

(c) No provider of prepaid limited health care services or any representative 
of the provider may collect or attempt to collect from a subscriber any money 
for services covered by a prepaid limited health service organization, and no 
provider or representative of the provider may maintain any action against a 
subscriber of a prepaid limited health service organization to collect money 
owed to the provider by a prepaid limited health service organization. 

(d) Every contract between a prepaid limited health service organization 
and a provider of health care services must be in writing and must contain a 
provision that the subscriber is not liable to the provider for any services 
covered by the subscriber’s or enrollee’s contract with the prepaid limited 
health service organization. 

(e) This section does not apply to the amount of any deductible or copayment 
that is not covered by the contract, or for services not authorized by the prepaid 
limited health service organization. 

(f)(1) For all provider contracts, the contracts must provide that the pro- 

vider will provide no less than ninety (90) days’ advance written notice to the 

prepaid limited health service organization before cancelling the contract 
with the prepaid limited health service organization for any reason. 

(2) For all provider contracts, the organization shall be responsible for 
notifying all providers of the provisions of this section and their responsi- 
bilities under this chapter. 

(g) Upon receipt by the prepaid limited health service organization of a 
ninety-day cancellation notice, the prepaid limited health service organization 
may, if requested by the provider, terminate the contract in less than ninety 
(90) days if the prepaid limited health service organization is not financially 
impaired or insolvent. 

(h) Provider contracts must provide that the prepaid limited health service 
organization will provide ninety (90) days’ advance written notice to the 
provider before cancelling, without cause, the contract with the provider, 
except where a patient’s health is subject to imminent danger or a provider’s 
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ability to practice is effectively impaired by an action by another governmental 
agency. : 

(i) Every contract between a prepaid limited health service organization and 
a provider of health care services must contain a provision that if any provision 
of the agreement is held to be unenforceable or otherwise contrary to any 
applicable laws, regulations, or rules, the provision shall have no effect and 
shall be severable without affecting the validity or enforceability of the 
remaining provisions of this agreement. 

(j) A contract between a prepaid limited health service organization and a 
provider of limited health care services may not contain any provision 
restricting the provider’s ability to communicate information to the provider’s 
patient regarding care or treatment options for the patient when the provider 
deems knowledge of the information by the patient to be in the best interest of 
the health of the patient. 


History. Section to Section References. 
Acts 2000, ch. 948, § 28. This section is referred to in § 56-51-107. 


56-51-129. Administrative, provider, and management contracts. 


(a) The department may require a prepaid limited health service organiza- 
tion to submit any contract for administrative services, contract with a 
provider physician, contract for management services, or contract with an 
affiliated entity to the department if the department has information that the 
prepaid limited health service organization has entered into a contract that 
requires it to pay a fee that is unreasonably high in relation to the service 
provided. | 

(b) After review of a contract, the department may order the prepaid limited 
health service organization to cancel the contract if it determines that the fees 
to be paid by the prepaid limited health service organization under the 
contract are so unreasonably high as compared with similar contracts entered 
into by the prepaid limited health service organization in similar circum- 
stances that the contract is detrimental to the subscribers, stockholders, 
investors, or creditors of the prepaid limited health service organization. 

(c) All contracts for administrative services, management services, or pro- 
vider services or contracts with affiliated entities, entered into or renewed by 
a prepaid limited health service organization, must contain a provision that 
the contract will be cancelled upon issuance of an order by the department 
pursuant to this section. 


History. 
Acts 2000, ch. 948, § 29. 


56-51-130. Contract providers. 


A prepaid limited health service organization that subcontracts with another 
entity to obtain a network of providers to furnish services to members or 
enrollees shall guarantee and assure the payment of all contracted amounts 
agreed to be paid to such providers by that entity or that entity’s agent. This 
section does not preclude the prepaid limited health service organization from 
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seeking reimbursement from the subcontractor for any amounts paid pursuant 
to this section. Nor does this section prevent the prepaid limited health service 
organization from asserting any legal defenses to the payment of a provider’s 
claim that were available to the subcontractor. This section shall be effective 
for all provider claims for services delivered after January 1, 2001. 


History. 
Acts 2000, ch. 948, § 30. 


56-51-131. Complaint system. 


Every prepaid limited health service organization, except the organizations 
that participate in the TennCare program, shall comply with § 56-32-110. 


History. Section to Section References. 
Acts 2000, ch. 948, § 31. This section is referred to in § 56-51-106. 


§6-51-132. Examination by the department. 


The department shall examine the affairs, transactions, accounts, business 
records, and assets of any prepaid limited health service organization, in the 
Same manner and subject to the same terms and conditions that apply to 
health maintenance organizations under § 56-32-115. 


History. 
Acts 2000, ch. 948, § 32. 


56-51-133. Assets, liabilities, and investments. 


Section 56-32-111 shall apply in its entirety to determine what assets, 
liabilities, and investments are acceptable for a prepaid limited health service 
organization. 


History. Section to Section References. 
Acts 2000, ch. 948, § 33. This section is referred to in § 56-51-138. 


56-51-134. Annual, quarterly, and miscellaneous reports. 


(a) Each prepaid limited health service organization must file with the 
department annually, within three (3) months after the end of its fiscal year, a 
report on the blank specified for health maintenance organizations by the 
National Association of Insurance Commissioners, verified by the oath of at 
least two (2) officers covering the preceding calendar year. 

(b) In addition to the information contained in the forms provided under 
subsection (a), the report must also include: 

(1) Astatutory financial statement of the organization prepared in accor- 
dance with statutory accounting principles, including its balance sheet, 
income statement, and statement of changes in cash flow for the preceding 
year, certified by an independent certified public accountant, or a consoli- 
dated audited financial statement of its parent company prepared on the 
basis of statutory accounting principles, certified by an independent certified 
public accountant, attached to which must be consolidating financial state- 
ments of the parent company, including the prepaid limited health service 
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organization; ; 

(2) Alist of the names and residence addresses of all persons responsible 
for the conduct of its affairs, together with a disclosure of the extent and 
nature of any contracts or arrangements between the persons and the 
prepaid limited health service organization, including any possible conflicts 
of interest; 

(3) The number of prepaid limited health services contracts, issued and 
outstanding, and the number of prepaid limited health services contracts 
terminated; 

(4) The number and amount of damage claims for medical injury initiated 
against the prepaid limited health service organization, and if known, any of 
the providers engaged by it during the reporting year, broken down into 
claims with and without formal legal process, and the disposition, if any, of 
each damage claim for medical injury; 

(5) An actuarial report certified by a qualified independent actuary that: 

(A) The prepaid limited health service organization is actuarially 
sound, which certification shall consider the rates, benefits, and expenses 
of, and any other funds available for, the payment of obligations of the 
organization; 

(B) The rates being charged or to be charged are actuarially adequate to 
the end of the period for which rates have been guaranteed; and 

(C) Incurred but not reported claims and claims reported but not fully 
paid have been adequately provided for; and 

(6) Other information relating to the performance of the prepaid limited 
health service organization that is reasonably required by the department. 
(c) Every prepaid limited health service organization that fails to file an 

annual report or quarterly report in the form and within the time required by 
this section shall forfeit up to five hundred dollars ($500) for each day for the 
first ten (10) days during which the neglect continues and shall forfeit up to one 
thousand dollars ($1,000) for each day after the first ten (10) days during which 
the neglect continues; and, upon notice by the department to that effect, the 
organization’s authority to enroll new subscribers or to do business in this 
state ceases while the default continues. The department may not collect more 
than fifty thousand dollars ($50,000) for each report. 

(d) Each authorized prepaid limited health service organization must file a 
quarterly report for each calendar quarter within forty-five (45) days after the 
end of the quarter. The report shall be in the form prescribed by the National 
Association of Insurance Commissioners for health maintenance organizations 
and shall contain: 

(1) A financial statement prepared in accordance with statutory account- 
ing principles; 

(2) A listing of providers; and 

(3) Other information relating to the performance of the prepaid limited 
health service organization that is reasonably required by the department. 
(e) The department may require monthly reports if the financial condition of 

the prepaid limited health service organization has deteriorated from previous 
periods or if the financial condition of the organization is such that it may be 
hazardous to subscribers if not monitored more frequently. 
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(f) Each authorized prepaid limited health service organization shall retain 
an independent certified public accountant, referred to as “CPA,” who agrees 
by written contract with the prepaid limited health service organization to 
comply with this chapter. The contract must state that: 

(1) The CPA will provide to the prepaid limited health service organiza- 
tion audited statutory financial statements consistent with this chapter; 

(2) Any determination by the CPA that the prepaid limited health service 
organization does not meet minimum surplus requirements as set forth in 
this chapter will be stated by the CPA, in writing, in the audited financial 
statement; and 

(3) The completed work papers and any written communications between 
the CPA and the prepaid limited health service organization relating to the 
audit of the prepaid limited health service organization will be made 
available for review on a visual-inspection-only basis by the department at 
the offices of the prepaid limited health service organization, at the depart- 
ment, or at any other reasonable place as mutually agreed between the 
department and the prepaid limited health service organization. The CPA 

must retain for review the work papers and written communications for a 

period of not less than six (6) years. 


History. 
Acts 2000, ch. 948, § 34; 2004, ch. 507, § 4. 


Section to Section References. 
This section is referred to in §§ 56-46-201, 
56-51-109. 


56-51-135. Agent licensing. 


(a) With respect to a prepaid limited health services contract, a person may 
not, unless licensed and appointed as a health insurance agent in accordance 
with the applicable provisions of the insurance code: 

(1) Solicit contracts or procure applications; or 

(2) Engage or hold out as engaging in the business of analyzing or 
abstracting prepaid limited health services contracts or of counseling or 
advising or giving opinions to persons relative to the contracts other than as 

a consulting actuary advising a prepaid limited health service organization 

or as a salaried bona fide full-time employee so counseling and advising the 

employee’s employer relative to coverage for the employer and the employ- 
er’s employees. 

(b) All qualifications, disciplinary provisions, licensing and appointment 
procedures, fees, and related matters contained in the insurance code that 
apply to the appointment of health insurance agents by insurers also apply to 
prepaid limited health service organizations and to persons appointed by 
prepaid limited health service organizations as their agents. 

(c) Examination, licensure, or appointment is not required of any regular 
salaried officer or employee of a prepaid limited health service organization 
who devotes substantially all of the regular salaried officer’s or employee’s 
services to activities other than the solicitation of prepaid limited health 
service organization contracts from the public, and who receives no commis- 
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sion or other compensation directly dependent upon the solicitation of the 
contracts. 

(d) As used in this section, the term “salaried” refers to basic remuneration 
and does not include commissions, bonuses, or any other compensatory 
measures. 


History. 
Acts 2000, ch. 948, § 35. 


56-51-136. Minimum net worth and working capital requirements. 


(a) Except as set forth in subsection (c), each prepaid limited health service 
organization must at all times maintain a minimum net worth and working 
capital as required pursuant to § 56-32-112. 

(b) Except as set forth in subsection (c), the department may not issue a 
certificate of authority unless the prepaid limited health service organization 
is in compliance with § 56-32-112. 

(c) Notwithstanding subsections (a) and (b), the department is authorized to 
promulgate rules and regulations pursuant to the Uniform Administrative 
Procedures Act, compiled at title 4, chapter 5 that set forth minimum net worth 
and working capital requirements for any prepaid limited health service 
organization that limits the services it offers to services rendered by profes- 
sionals licensed to practice the healing arts and regulated by a single health 
related board pursuant to title 63. 


History. 
Acts 2000, ch. 948, § 36. 


56-51-137. Insolvency protection. 


(a) Except as required in subsection (b), each prepaid limited health service 
organization must deposit with the department cash or securities of the type 
eligible under § 56-32-111, which must have at all times a market value in the 
amount set forth in this subsection (a). The amount of the deposit shall be 
reviewed annually or more often as the department deems necessary. The 
market value of the deposit must be that which is prescribed in § 56-32-112(b). 

(b)(1) If securities or assets deposited by a prepaid limited health service 

organization under this chapter are subject to material fluctuations in 

market value, the department may in its discretion require the organization 
to deposit and maintain on deposit additional securities or assets in an 
amount as may be reasonably necessary to assure that the deposit will at all 
times have a market value of not less than the amount specified under 

§ 56-32-112(b). 

(2) If for any reason the market value of assets and securities of a prepaid 
limited health service organization held on deposit under this chapter falls 
below the amount required, the organization must promptly deposit other or 
additional assets or securities eligible for deposit sufficient to cure the 
deficiency. If the prepaid limited health service organization has failed to 
cure the deficiency within thirty (30) days after receipt of notice by certified 
mail from the department, the department may revoke the certificate of 
authority of the prepaid limited health service organization. 
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(3) A prepaid limited health service organization may, at its option, 
deposit assets or securities in an amount exceeding its deposit required or 
otherwise permitted under this chapter for the purpose of absorbing fluc- 
tuations in the value of securities and assets deposited and to facilitate the 
exchange and substitution of securities and assets. During the solvency of 
the prepaid limited health service organization, any excess must be released 
to the organization upon its request. During the insolvency of the prepaid 
limited health service organization, any excess deposit may be released to 
the commissioner as receiver, rehabilitator, or liquidator as provided under 
chapter 9 of this title. 

(c) All income from deposits shall be an asset of the organization. A prepaid 
limited health service organization that has been allowed by the department to 
make a securities deposit may withdraw that deposit or any part of the deposit 
after making a substitute deposit of cash, securities, or any combination of 
these or other measures of equal amount and value as approved by the 
department. 


History. 
Acts 2000, ch. 948, § 37. 


Code Commission Notes. Acts 2000, ch. 
948, § 37 may be effective June 23, 2000, as to 
entities already doing business with the state 
as of June 23, 2000, and required to be licensed 
under the act as of January 1, 2001. 


Compiler’s Notes. 
Acts 2000, ch. 948, § 56, provided that Acts 


2000, ch. 948, § 37 (compiled as this section), 
shall apply June 23, 2000, to any entity re- 
quired to be licensed under this chapter and 
under a contract with the state on June 1, 2000 
to provide services to Title XIX program recipi- 
ents. For all other purposes, this chapter shall 
become effective January 1, 2001. 


Section to Section References. 
This section is referred to in §§ 56-51-107, 
56-51-143. 


56-51-138. Officers’ and employees’ fidelity bond. 


(a) A prepaid limited health service organization must maintain in force a 
fidelity bond in its own name on its officers and employees, in an amount not 
less than fifty thousand dollars ($50,000) or in any other amount prescribed by 
the department. Except as otherwise provided by this subsection (a), the bond 
must be issued by an insurance company that is licensed to do business in this 
state. 

(b) In lieu of the bond specified in subsection (a), a prepaid limited health 
service organization may deposit with the department cash or securities or 
other investments of the types set forth in § 56-51-133. The deposit must be 
maintained in joint custody with the commissioner in the amount and subject 
to the same conditions required for a bond under this subsection (b). 


History. 
Acts 2000, ch. 948, § 38. 


Section to Section References. 
This section is referred to in §§ 56-51-106, 
56-51-107. 
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56-51-139. Suspension or revocation of certificate of authority — 
Suspension of enrollment of new subscribers — Terms of 
suspension. 


(a) The department may suspend the authority of a prepaid limited health 
service organization to enroll new subscribers, through its contract with a 
health maintenance organization or with a federal or state agency, or revoke 
any certificate issued to a prepaid limited health service organization or order 
compliance within thirty (30) days, if it finds that any of the following 
conditions exist: 

(1) The organization is not operating in compliance with this chapter; 

(2) The plan is no longer actuarially sound or the organization does not 
have the minimum surplus as required by this chapter; 

(3) The organization has advertised, merchandised, or attempted to 
merchandise its services in such a manner as to misrepresent its services or 
capacity for service or has engaged in deceptive, misleading, or unfair 
practices with respect to advertising or merchandising; 

(4) The organization is insolvent; 

(5) The prepaid limited health service organization is operating signifi- 
cantly in contravention of its basic organizational document or in a manner 
contrary to that described in and reasonably inferred from any other 
information submitted pursuant to § 56-51-106 and § 56-51-107, unless 
amendments to the submissions have been filed with and approved by the 
department; 

(6) The prepaid limited health service organization is unable to fulfill its 
obligations to furnish limited health services; 

(7) The prepaid limited health service organization has no subscribers 
twelve (12) months after the issuance of the certificate of authority; 

(8) The continued operation of the prepaid limited health service organi- 
zation would be hazardous to its enrollees; or 

(9) The prepaid limited health service organization has filed with the 
department sworn financial statements that contain material omissions or 
errors. 

(b) Ifthe department has cause to believe that grounds for the suspension or 
revocation of a certificate of authority exist, it shall notify the prepaid limited 
health service organization in writing specifically stating the grounds for 
Suspension or revocation and shall pursue a hearing on the matter in 
accordance with the Uniform Administrative Procedures Act, compiled at title 
4, chapter 5. 

(c) When the certificate of authority of a prepaid limited health service 
organization is surrendered or revoked, the organization must proceed, imme- 
diately following the effective date of the order of revocation, to wind up its 
affairs transacted under the certificate of authority. It may not engage in any 
further advertising, solicitation, or renewal of contracts. The department may, 
by written order, permit the further operation of the organization as it finds to 
be in the best interest of enrollees, so that enrollees will be afforded the 
greatest practical opportunity to obtain continuing limited health services. 

(d) The department shall, in its order suspending the authority of a prepaid 
limited health service organization to enroll new subscribers, specify the 
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period during which the suspension is to be in effect and the conditions, if any, 
that must be met by the prepaid limited health service organization prior to 
reinstatement of its authority to enroll new subscribers. The order of suspen- 
sion is subject to rescission or modification by further order of the department 
prior to the expiration of the suspension period. Reinstatement may not be 
made unless requested by the prepaid limited health service organization; 
however, the department may not grant reinstatement if it finds that the 
circumstances for which the suspension occurred still exist or are likely to 
recur. 


History. Section to Section References. 
Acts 2000, ch. 948, § 39; 2004, ch. 507, § 6. This section is referred to in § 56-51-153. 


56-51-140. Administrative penalty in lieu of suspension or revocation. 


In lieu of suspending or revoking a certificate of authority, or when no 
penalty is specifically provided, whenever any prepaid limited health service 
organization or other person, corporation, partnership, or entity subject to this 
act has been found to have violated any provision of this chapter, the 
department may: 

(1) Issue and cause to be served upon the organization, person, or entity 
charged with the violation a copy of the findings and an order requiring the 
organization, person, or entity to cease and desist from engaging in the act 
or practice that constitutes the violation; and 

(2) Impose a monetary penalty of not less than one hundred dollars ($100) 
for each violation, but not to exceed an aggregate penalty of one hundred 
thousand dollars ($100,000). 


History. 
Acts 2000, ch. 948, § 40. 


56-51-141. Injunction. 


(a) In addition to the penalties and other enforcement provisions of this 
chapter, the department is vested with the power to seek both temporary and 
permanent injunctive relief when: 

(1) A prepaid limited health service organization is being operated by any 
person or entity without a certificate of authority; 

(2) Any person, entity, or prepaid limited health service organization has 
engaged in any activity prohibited by this chapter or any rule adopted 
pursuant to this chapter; or 

(3) Any prepaid limited health service organization, person, or entity is 
renewing, issuing, or delivering a prepaid limited health services contract 
without a certificate of authority. 

(b) The department’s authority to seek injunctive relief is not conditioned on 
having conducted any proceeding pursuant to the Uniform Administrative 
Procedures Act, compiled at title 4, chapter 5. 


History. 
Acts 2000, ch. 948, § 41. 
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56-51-142. Payment of judgment by prepaid limited health service 
organization. 


Except as otherwise ordered by the court or as mutually agreed upon by the 
parties, every judgment or decree entered in any court against any prepaid 
limited health service organization for the recovery of money must be fully 
satisfied within sixty (60) days after the entry of the judgment or decree, or, in 
the case of an appeal from the judgment or decree, within sixty (60) days after 
the affirmance of the judgment or decree by the appellate court. 


History. 
Acts 2000, ch. 948, § 42. 


56-51-143. Levy upon deposit limited. 


No judgment creditor or other claimant, other than the department, of a 
prepaid limited health service organization shall have the right to levy upon 
any of the assets or securities held in this state as a deposit under § 56-51-137. 


History. 
Acts 2000, ch. 948, § 43. 


56-51-144. Delinquency or supervision. 


(a) Adelinquency proceeding under chapter 9, part 2, 3, or 4 of this title, or 
supervision by the department pursuant to chapter 9, part 5 of this title 
constitutes the sole and exclusive means of supervising, liquidating, reorga- 
nizing, rehabilitating, or conserving a prepaid limited health service organi- 
zation. 

(b) No prepaid limited health service organization is subject to the laws and 
regulations governing insurance or health maintenance organization insol- 
vency guaranty funds. No insurance insolvency guaranty fund may provide 
protection to any individuals entitled to receive limited health services from a 
prepaid limited health service organization for services related to a prepaid 
limited health service contract. 


History. 
Acts 2000, ch. 948, § 44. 


56-51-145. Fees. 


Every prepaid limited health service organization subject to this chapter 
must pay to the department the following fees: 

(1) For filing an application for a certificate of authority: five hundred 
dollars ($500); 

(2) For filing an amendment to organization documents that require 
approval: fifty dollars ($50.00); 

(3) Each annual report: one hundred dollars ($100); and 

(4) For each renewal of certificate of authority each year: one hundred 
dollars ($100). 
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History. 
Acts 2000, ch. 948, § 45. 


Section to Section References. 
This section is referred to in §§ 56-51-106, 
56-51-107. 


56-51-146. Investigative power of department. 


The department has the power to examine and investigate the affairs of 
every person, entity, or prepaid limited health service organization in order to 
determine whether the person, entity, or prepaid limited health service 
organization is operating in accordance with this chapter, or has been or is 
engaged in any unfair method of competition or in any unfair or deceptive act 
or practice prohibited by §§ 56-8-103 and 56-8-104. The department also has 
the powers enumerated in chapter 8 of this title. 


History. 
Acts 2000, ch. 948, § 46. 


56-51-147. Unfair methods of competition, unfair or deceptive acts or 
practices defined. 


For the purposes of defining unfair methods of competition, unfair or 
deceptive acts or practices, § 56-8-104 applies to a prepaid limited health 
service organization. 


History. 
Acts 2000, ch. 948, § 47. 


56-51-148. Appeals from the department. 


Any person, entity, or prepaid limited health service organization subject to 
an order of the department under this chapter may obtain judicial review of 
the order by filing an appeal from the order, in accordance with the procedures 
for appeal under the Uniform Administrative Procedures Act, compiled in title 
4, chapter 5. 


History. 
Acts 2000, ch. 948, § 48. 
56-51-149. Civil liability. 


The provisions of this chapter are cumulative to rights under the general 
civil and common law, and no action of the department abrogates the rights to 
damage or other relief in any court. 


History. 
Acts 2000, ch. 948, § 49. 


56-51-150. Confidentiality. 


(a) Any information pertaining to the diagnosis, treatment, or health of any 
enrollee of a prepaid limited health service organization is confidential and 
exempt from § 10-7-503, and shall only be available pursuant to specific 
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written consent of the enrollee, or as otherwise provided by law. With respect 
to any information pertaining to the diagnosis, treatment, or health of any 
enrollee or applicant, a prepaid limited health service organization is entitled 
to claim any statutory privileges against disclosure that the provider who 
furnished the information to the prepaid limited health service organization is 
entitled to claim. 

(b) Any proprietary financial information contained in contracts entered 
into with providers by prepaid limited health service organizations is confi- 
dential and exempt from § 10-7-503. 

(c) Any information obtained or produced by the department pursuant to an 
examination or investigation is confidential and exempt from § 10-7-503 until 
the examination report has been filed and adopted by the commissioner or 
until the time, if ever, the information is used in litigation by the commissioner 
or in a contested case. Except for active criminal intelligence or criminal 
investigative information; personal financial and medical information; infor- 
mation that would defame or cause unwarranted damage to the good name or 
reputation of an individual; information that would impair the safety and 
financial soundness of the licensee or affiliated party; proprietary financial 
information; or information that would reveal the identity of a confidential 
source, all information obtained by the department pursuant to an examina- 
tion shall be available after the examination report has been filed. 


History. Cross-References. 
Acts 2000, ch. 948, § 50. Confidentiality of public records, § 10-7-504. 


56-51-151. Acquisitions. 


Any acquisition of, control of, merger, or change of control of a prepaid 
limited health service organization shall be subject to chapter 11 of this title. 
For purposes of this section, the term “control” shall have the same meaning as 
that provided in § 56-11-101(b)(8). 


History. 
Acts 2000, ch. 948, § 51; 2004, ch. 507, § 1. 


56-51-152. Taxes imposed. 


(a) The premiums, contributions and assessments received by prepaid 
limited health service organizations are subject to the tax imposed by § 56- 
32-124; provided, however, that the premiums, contributions and assessments 
received by prepaid limited health service organizations pursuant to subcon- 
tracts with entities under contract to the Title XIX single state agency for the 
provision of health care services are exempt from the tax. 

(b) The department shall administer this section pursuant to § 56-32-124. 

(c) The amount of taxes collected under this section shall be a single credit 
against the sum total of the taxes imposed by the Franchise Tax Law, compiled 
in title 67, chapter 4, part 21 and by the Excise Tax Law, compiled in title 67, 
chapter 4, part 20. 


History. Code Commission Notes. Former subsec- 
Acts 2000, ch. 948, § 52; 2007, ch. 299, § 1. tion (d), concerning the expiration of the ex- 
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emption from subsection (a) with regard to Compiler’s Notes. 


premiums, contributions and assessments re- Title XIX, referred to in this section, appar- 
ceived, was deleted as obsolete by the code ently means Title XIX of the Social Security 
commission in 2008. Act, compiled in 42 U.S.C. § 1396 et seq. 


56-51-153. Rules. 


The department has authority to adopt rules to effectuate this chapter. The 
rules shall be adopted in accordance with the rulemaking provisions of the 
Uniform Administrative Procedures Act, compiled at title 4, chapter 5. The 
department may also adopt emergency rules as determined to be necessary to 
effectuate this chapter, in accordance with the Uniform Administrative Proce- 
dures Act. No rule shall be adopted without prior hearing and notice as 
provided under the Uniform Administrative Procedures Act. A violation of any 
such rule subjects the violator to § 56-51-139. 


History. wherever such references appear in this code, 
Acts 2000, ch. 948, § 53; 2009, ch.556,§ 12. to emergency rules, as sections are amended 


Gompilér’s Notes: and volumes are replaced. 


Acts 2009, ch. 566, § 12 provided that the Section to Section References. 
Tennessee code commission is directed to This section is referred to in § 56-51-109. 
change all references to public necessity rules, 


56-51-154. Applicability of provisions of chapter 32 of this title to 
successor organizations. 


Provisions of chapter 32 of this title that are specifically applicable to health 
maintenance organizations that participate in the TennCare Program under 
Title XIX of the Social Security Act (42 U.S.C. § 1396 et seq.), or any successor 
to the TennCare program, shall also be applicable to prepaid limited health 
service organizations that participate in the TennCare program or any 
successor program. 


History. 
Acts 2000, ch. 948, § 54. 


56-51-155. Holding company regulation. 


The Insurance Holding Company System Act of 1986, compiled in chapter 11 
of this title, shall be applicable to prepaid limited health service organizations 
to the extent provided for in that act relative to health maintenance organi- 
zations. 


History. 
Acts 2004, ch. 507, § 2. 


CHAPTER 52 
TENNESSEE CHARITABLE GIFT ANNUITY ACT OF 2008 


Section 

56-52-101. Short title — Construction — Application. 

56-52-102. Chapter definitions. 

56-52-103. Certificate of authority — Application — Fees — Exemption. 
56-52-104. Charitable gift annuity separate accounts. 
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Section 

56-52-105. Investment of account assets. . 

56-52-106. Annual report. 

56-52-107. Examination of charitable organization’s assets, liabilities and affairs by commis- 
sioner. 

56-52-108. Charitable gift annuity — Proposed agreement form. 

56-52-109. Written acknowledgments from donor. 

56-52-110. Applicability of title provisions. 

56-52-111. Rules and regulations. 


56-52-101. Short title — Construction — Application. 


(a) This chapter applies to charitable gift annuities issued by charitable 
organizations as defined in § 56-52-102 and shall be known and may be cited 
as the “Tennessee Charitable Gift Annuity Act of 2008.” 

(b) The issuance of a charitable gift annuity by a charitable organization 
authorized under this chapter does not constitute engaging in the business of 
insurance in this state except to the extent otherwise provided in this chapter. 

(c) All annuities, including those issued by charitable organizations, that do 
not meet the requirements of this chapter shall be subject to regulation as 
annuities under all applicable chapters of this title, except for private annui- 
ties issued by a member of a transferor’s immediate family. 


History. was repealed effective January 1, 2009, by Acts 
Acts 2008, ch. 831, §§ 1, 2. 2008, ch. 831, § 1, which also enacted a new 
Gaemipilecs Notes: title 56, ch. 52 effective January 1, 2009. 
Former chapter 52, §§ 56-52-101 — 56-52- Acts 2008, ch. 831, § 15 provided that the act 
108 (Acts 2001, ch. 380, § 1: 2007, ch. 280, shall apply to charitable gift annuities entered 
§§ 1, 2), concerning charitable gift annuities, to on or after January 1, 2009. 


56-52-102. Chapter definitions. 


(a) As used in this chapter, unless the context otherwise requires: 

(1) “Annuity” means a contract or agreement, both with and without a life 
or mortality element, to make periodic payments, whether in fixed or 
variable dollar amounts, or both, at specified intervals; 

(2)(A) “Charitable gift annuity” means a transfer of cash, securities, 

annuities or other property by a donor to a charitable organization in 

return for an annuity issued by a charitable organization; 

(B) “Charitable gift annuity” does not include a charitable remainder 
trust or a charitable lead trust or other similar arrangement where the 
charitable organization does not issue an annuity and incur a financial 
obligation to guarantee annuity payments. “Charitable gift annuity” also 
does not mean any transfer of cash, securities, annuities or other property 
by a donor to a charitable organization in return for an annuity where a 
commission is paid to any person as a result of the transfer; 

(3) “Charitable gift annuity separate account” means any segregated 
account established by a charitable organization to which the organization 
allocates cash, securities, annuities or other property transferred by a donor 
to the organization that are to be applied to the terms of a charitable gift 
annuity issued in connection with the transfer to fund benefits under the 
charitable gift annuity; 

(4) “Charitable organization” means an entity described by: 
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56-52-103 


(A) Section 501(c)(3) of the Internal Revenue Code of 1986 (26 U.S.C. 


§ 501(c)(3)); or 


(B) Section 170(c) of the Internal Revenue Code of 1986 (26 U.S.C. 


§ 170(c)); and 


(5) “Commissioner” means the commissioner of commerce and insurance. 


History. 
Acts 2008, ch. 831, 8§ 1, 3. 


Compiler’s Notes. 

Former chapter 52, §§ 56-52-101 — 56-52- 
108 (Acts 2001, ch. 380, § 1; 2007, ch. 280, 
§§ 1, 2), concerning charitable gift annuities, 


Acts 2008, ch. 831, § 15 provided that the act 
shall apply to charitable gift annuities entered 
into on or after January 1, 2009. 


Section to Section References. 
This section is referred to in §§ 48-1-103, 
48-1-109, 56-52-101. 


was repealed effective January 1, 2009, by Acts 
2008, ch. 831, § 1, which also enacted a new 
title 56, ch. 52 effective January 1, 2009. 


56-52-103. Certificate of authority — Application — Fees — Exemp- 
tion. 


(a) A charitable organization shall not receive any transfer of property, 
conditioned upon its agreement to pay an annuity to the donor or other 
annuitant unless and until it has obtained from the commissioner a certificate 
of authority to issue charitable gift annuities. 

(b) Acharitable organization shall file with the commissioner its application 
for a certificate of authority. The application shall be on a form prescribed and 
furnished by the commissioner and shall be verified by two (2) of the 
applicant’s officers. The application shall include or be accompanied by such 
proof as the commissioner may reasonably require that the applicant is 
qualified under this chapter. At filing of the application the applicant shall pay 
to the commissioner the applicable filing fees as specified in § 56-4-101(1). 

(c) If after such investigation or examination as the commissioner deems 
advisable, the commissioner finds that the applicant is in sound financial 
condition and is otherwise qualified, the commissioner shall issue to the 
applicant a certificate of authority. If the commissioner does not so find, the 
commissioner shall deny issuance of the certificate of authority and notify the 
applicant in writing stating the reasons. 

(d) The certificate of authority of a charitable organization issued under this 
chapter shall continue until suspended or revoked by the commissioner or 
terminated by the organization, subject to continuance each year by payment 
on or before March 1 of the continuance fee of one hundred dollars ($100) and 
filing of the annual report required under § 56-52-106. 

(e) A person acting on behalf of a charitable organization to solicit the 
transfers of property in exchange for annuity payments as authorized under 
this chapter shall not be required to be licensed. 

(f) The commissioner shall be authorized to exempt from this section any 
charitable organizations or classes of organizations that the commissioner 
finds inappropriate to include to effectuate the purposes of this chapter. 


History. 
Acts 2008, ch. 831, §§ 1, 4. 


Compiler’s Notes. 
Former chapter 52, §§ 56-52-101 — 56-52- 
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108 (Acts 2001, ch. 380, § 1; 2007, ch. 280, Acts 2008, ch. 831, § 15 provided that the act 
§§ 1, 2), concerning charitable gift annuities, shall apply to charitable gift annuities entered 
was repealed effective January 1, 2009, by Acts _ into on or after January 1, 2009. 

2008, ch. 831, § 1, which also enacted a new 

title 56, ch. 52 effective January 1, 2009. 


56-52-104. Charitable gift annuity separate accounts. 


(a) Acharitable organization authorized by this chapter shall maintain one 
(1) or more charitable gift annuity separate accounts for its charitable gift 
annuities. The assets allocated to any such separate account shall not be used 
to satisfy any debts of the charitable organization other than those incurred 
pursuant to the issuance of charitable gift annuities to which the account 
applies. The assets of the separate account shall at least equal either: 

(1) The total amount of donations for outstanding charitable gift annui- 
ties to which the account applies, measured at the time of each annuity 
donation, later reduced by payments under the annuity and taking into 
account investment gains and losses; or 

(2) One hundred ten percent (110%) of the reserves, calculated in a 
manner consistent with subsection (b) for charitable gift annuities to which 
the separate account applies. 

(b)(1) Reserves on the outstanding charitable gift annuities shall not be less 

than reserves calculated using: 

(A) The commissioner’s annuity reserve valuation method as defined in 
the charitable organization’s domestic state standard valuation law; 

(B) Any mortality table permitted under the charitable organization’s 
domestic state standard valuation law to be used in determining the 
minimum standard for the valuation of individual annuities issued during 
the same calendar year as the charitable gift annuity; and 

(C) The maximum interest rate permitted under the charitable organi- 
zation’s domestic state standard valuation law to be used in determining 
the minimum standard for the valuation of individual annuities issued 
during the same calendar year as the charitable gift annuity; or 
(2) One hundred ten percent (110%) of reserves determined by using the 

Annuity 2000 Mortality Table and an interest assumption of five percent 

(5%), or such other mortality table and interest assumption as may be 

prescribed from time to time by the commissioner. 

(c) Any portion of the charitable gift annuity risk that is insured or 
reinsured by the charitable organization with an authorized insurer or 
reinsurer shall be exempt from subsection (a). For this purpose, any annuity 
contract purchased from an authorized insurer or reinsurer by the charitable 
organization is considered to be “annuity risk reinsured.” 

(d) The general assets of the charitable organization shall be liable for 
charitable gift annuity agreements to the extent that assets allocated to the 
charitable gift annuity separate accounts are inadequate. 

(e) A charitable organization may, but is not required to, maintain a 
charitable gift annuity separate account solely applicable to its charitable gift 
annuities issued to Tennessee annuitants. Any charitable gift annuity separate 
account maintained pursuant to this subsection (e) shall be subject to the 
requirements of subsection (a). 
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History. 
Acts 2008, ch. 831, §§ 1, 5; 2011, ch. 95, 
$9 1-5; 2012) ch.. 743, $$ 1, 2, 


Compiler’s Notes. 

Former chapter 52, §§ 56-52-101 — 56-52- 
108 (Acts 2001, ch. 380, § 1; 2007, ch. 280, 
§§ 1, 2), concerning charitable gift annuities, 


TENNESSEE CHARITABLE GIFT ANNUITY ACT OF 2008 


56-52-106 


was repealed effective January 1, 2009, by Acts 
2008, ch. 831, § 1, which also enacted a new 
title 56, ch. 52 effective January 1, 2009. 

Acts 2008, ch. 831, § 15 provided that the act 
shall apply to charitable gift annuities entered 
into on or after January 1, 2009. 

For the Annuity 2000 Mortality Table, see 
volume 13 and its supplement. 


56-52-105. Investment of account assets. 


The segregated assets held in the charitable gift annuity separate account 
shall be invested in accordance with the prudent investor standard as set forth 
in the Tennessee Uniform Prudent Investor Act of 2002, compiled in title 35, 
chapter 14. 


History. 
Acts 2008, ch. 831, §§ 1, 6. 


was repealed effective January 1, 2009, by Acts 
2008, ch. 831, § 1, which also enacted a new 
title 56, ch. 52 effective January 1, 2009. 

Acts 2008, ch. 831, § 15 provided that the act 
shall apply to charitable gift annuities entered 
into on or after January 1, 2009. 


Compiler’s Notes. 

Former chapter 52, §§ 56-52-101 — 56-52- 
108 (Acts 2001, ch. 380, § 1; 2007, ch. 280, 
§§ 1, 2), concerning charitable gift annuities, 


56-52-106. Annual report. 


(a) A charitable organization authorized under this chapter shall annually 
file a report verified by at least two (2) principal officers with the commissioner 
covering the preceding fiscal year. The report is due ninety (90) days after the 
close of the charity’s fiscal year or at a later date approved by the commis- 
sioner. Alternatively, in lieu of a verified report, a charitable organization may 
submit an audited report within one hundred fifty (150) days after the close of 
the charity’s fiscal year or at a later date approved by the commissioner. 

(b) The report shall be in a form prescribed by the commissioner and shall 
include: 

(1) A financial statement of the organization, including its balance sheet 
and receipts and disbursements for the preceding year; 

(2) Any material changes in the information; 

(3) The number of gift annuity contracts issued during the year, the 
number of gift annuity contracts as of the end of the year and the number of 
gift annuity contracts that terminated during the year; 

(4) The amount of annuity payments made during the year and the 
amounts transferred from the charitable gift annuity separate account to the 
general account during the year; and 

(5) Other information relating to the performance of the charitable gift 
annuities and charitable gift annuity separate account of the charitable 
organization necessary to enable the commissioner to: 

(A) Issue certificates of authority; 

(B) Ascertain maintenance of records; 

(C) Evaluate solvency; 

(D) Respond to consumer complaints; and 

(E) Conduct hearings to determine compliance with this chapter. 

(c) Acopy of a report, containing the information required under subsection 
(b), that has been filed in the state of domicile of the charitable organization, 
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or in any other state in which the charitable organization must file a report 
containing substantially the same information required by this chapter will be 


deemed to satisfy the requirements of this section. The commissioner shall 


have the authority to request additional information. 


History. 
Acts 2008, ch. 831, §§ 1, 7; 2012, ch. 743, § 3. 


Compiler’s Notes. 

Former chapter 52, §§ 56-52-101 — 56-52- 
108 (Acts 2001, ch. 380, § 1; 2007, ch. 280, 
§§ 1, 2), concerning charitable gift annuities, 
was repealed effective January 1, 2009, by Acts 


2008, ch. 831, § 1, which also enacted a new 
title 56, ch. 52 effective January 1, 2009. 

Acts 2008, ch. 831, § 15 provided that the act 
shall apply to charitable gift annuities entered 
into on or after January 1, 2009. 


Section to Section References. 
This section is referred to in § 56-52-1083. 


56-52-107. Examination of charitable organization’s assets, liabilities 
and affairs by commissioner. 


Whenever the commissioner determines it to be proper or expedient, the 
commissioner may make or cause to be made an examination of the assets and 
liabilities and other affairs of the charitable organization as they pertain to 
charitable gift annuity agreements entered into pursuant to this chapter. In 
determining a charitable organization’s ability to pay its obligations under 
charitable gift annuities, the commissioner may limit the examinations to the 
charitable gift annuity separate account, unless the commissioner determines 
that the assets in the charitable gift annuity account are not adequate for that 
purpose. The authority of the commissioner under this section shall be the 
same as that bestowed upon the commissioner under §§ 56-1-411 and 56-8- 
107. The commissioner shall keep the information obtained in the course of 
examinations confidential until the examination is completed. The reasonable 
expenses incurred for an examination shall be paid by the charitable organi- 
zation. 


History. 
Acts 2008, ch. 831, §§ 1, 8. 


2008, ch. 831, § 1, which also enacted a new 
title 56, ch. 52 effective January 1, 2009. 

Acts 2008, ch. 831, § 15 provided that the act 
shall apply to charitable gift annuities entered 
into on or after January 1, 2009. 


Compiler’s Notes. 

Former chapter 52, §§ 56-52-101 — 56-52- 
108 (Acts 2001, ch. 380, § 1; 2007, ch. 280, 
§§ 1, 2), concerning charitable gift annuities, 
was repealed effective January 1, 2009, by Acts 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


56-52-108. Charitable gift annuity — Proposed agreement form. 


(a) No form of a charitable gift annuity shall be issued in this state without 
the approval of the commissioner. The commissioner shall, within thirty (30) 
days of the filing of a charitable gift annuity, approve or disapprove the 
proposed agreement forms and shall notify the charitable organization as soon 
as practicable. If the commissioner does not disapprove the proposed agree- 
ment forms within the thirty-day period, the forms shall be deemed approved. 

(b) Each annuity agreement form shall include the following information: 

(1) The value of the property to be transferred; 

(2) The amount of the annuity to be paid to the donor or other annuitant; 

(3) The manner in which and the intervals at which payment is to be 
made; 
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(4) The age and sex of the person or persons during whose life payment is 


to be made; 


(5) The reasonable value as of the date of the agreement of the benefits 
created as calculated using methodology approved by the internal revenue 


service; and 


(6) The date the payments are to begin. 


History. 
Acts 2008, ch. 831, §§ 1, 9. 


Compiler’s Notes. 

Former chapter 52, §§ 56-52-101 — 56-52- 
108 (Acts 2001, ch. 380, § 1; 2007, ch. 280, 
§§ 1, 2), concerning charitable gift annuities, 


was repealed effective January 1, 2009, by Acts 
2008, ch. 831, § 1, which also enacted a new 
title 56, ch. 52 effective January 1, 2009. 

Acts 2008, ch. 831, § 15 provided that the act 
shall apply to charitable gift annuities entered 
into on or after January 1, 2009. 


56-52-109. Written acknowledgments from donor. 


(a) Within a reasonable amount of time after accepting the property 
transferred in exchange for the annuity agreement, the organization shall 
obtain a signed statement from a donor acknowledging the following terms of 
the agreement: 

(1) The expected value of the property to be transferred; 

(2) The amount of the annuity to be paid to the donor or other annuitant; 

(3) The manner in which and the intervals at which payment is to be 
made; 

(4) The age of the person or persons during whose life payment is to be 
made; 

(5) The reasonable value as of the date of the agreement of the benefits 
created; and 

(6) The date the payments are to begin. 

(b) In addition to the disclosure in subsection (a), the charitable organiza- 
tion shall obtain a signed statement from a donor acknowledging that the 
donor has been informed that payments made under a charitable gift annuity 
are backed solely by the full faith and credit of the organization, are not 
insured or guaranteed by an insurance company, are not protected by any 
insurance guaranty association and are not backed in any way by the state of 
Tennessee. 

(c) The requirements of subsections (a) and (b) may be satisfied by an 
acknowledgement that is a part of the annuity agreement that is signed by the 
donor. 

(d) Adonor may revoke any donation under this chapter prior to signing the 
written acknowledgement required in subsections (a) and (b). 


History. 
Acts 2008, ch. 831, § 10. 


was repealed effective January 1, 2009, by Acts 
2008, ch. 831, § 1, which also enacted a new 
title 56, ch. 52 effective January 1, 2009. 

Acts 2008, ch. 831, § 15 provided that the act 
shall apply to charitable gift annuities entered 
into on or after January 1, 2009. 


Compiler’s Notes. 

Former chapter 52, §§ 56-52-101 — 56-52- 
108 (Acts 2001, ch. 380, § 1; 2007, ch. 280, 
§§ 1, 2), concerning charitable gift annuities, 
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56-52-110. Applicability of title provisions. 


(a) Chapter 8 of this title shall apply to charitable gift annuities issued 
under this chapter. 

(b) Except as otherwise provided in this chapter, this title, including, but not 
limited to, chapters 3, 9, and 12, shall not apply to charitable gift annuities 
issued under this chapter. 


History. was repealed effective January 1, 2009, by Acts 
Acts 2008, ch. 831, § 11. 2008, ch. 831, § 1, which also enacted a new 
ComplisceNated title 56, ch. 52 effective January 1, 2009. 
Former chapter 52, §§ 56-52-101 — 56-52- Acts 2008, ch. 831, § 15 provided that the act 
108 (Acts 2001, ch. 380, § 1; 2007, ch. 280, shall apply to charitable gift annuities entered 
§§ 1, 2), concerning charitable gift annuities, into on or after January 1, 2009. 


56-52-111. Rules and regulations. 


The commissioner may, after notice and hearing, promulgate reasonable 
rules, regulations and orders as are necessary or proper to carry out and 
effectuate this chapter, including, but not limited to, the standards for 
determining financial soundness and other qualifications of a charitable 
organization wishing to issue charitable gift annuities in this state. The 
regulations shall be subject to review in accordance with the Uniform Admin- 
istrative Procedures Act, compiled in title 4, chapter 5. 


History. was repealed effective January 1, 2009, by Acts 
Acts 2008, ch. 831, § 12. 2008, ch. 831, § 1, which also enacted a new 
Comipilers Notes: title 56, ch. 52 effective January 1, 2009. 
Former chapter 52, §§ 56-52-101 — 56-52- Acts 2008, ch. 831, § 15 provided that the act 
108 (Acts 2001, ch. 380, § 1; 2007, ch. 280, shall apply to charitable gift annuities entered 
§§ 1, 2), concerning charitable gift annuities, into on or after January 1, 2009. 


CHAPTER 53 
INSURANCE FRAUD 


Section 

56-53-101. Chapter definitions. 

56-53-102. Fraudulent insurance act — Criminal violations. 
56-53-103. Unlawful insurance act — Civil violations. 
56-53-104. Criminal penalties. 

56-53-105. Restitution. 

56-53-106. Administrative penalties. 

56-53-107. Civil remedies. 

56-53-108. Exclusivity of remedies. 

56-53-109. Cooperation. 

56-53-110. Immunity. 

56-53-111. Regulatory requirements. 

56-53-112. Inapplicable to workers’ compensation. 


56-53-101. Chapter definitions. 


As used in this chapter, unless the context otherwise requires: 

(1) “Actual malice” means knowledge that information is false, or reckless 
disregard of whether it is false; 

(2) “Conceal” means to take affirmative action to prevent others from 
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discovering information. Mere failure to disclose information does not 
constitute concealment. Action by the holder of a legal privilege, or one who 
has a reasonable belief that a privilege exists, to prevent discovery of 
privileged information, does not constitute concealment; 

(3) “Insurance policy” means the written instrument in which are set 
forth the terms of any certificate of insurance, binder of coverage or contract 
of insurance, including a certificate, binder or contract issued by a state- 
assigned risk plan, benefit plan, nonprofit hospital service plan, health 
maintenance organization, motor club service plan, or surety bond, cash 
bond or any other alternative to insurance authorized by a state’s financial 
responsibility act. “Insurance policy” also means any other instruments 
authorized or regulated by the department of commerce and insurance; 

(4) “Insurance professional” means sales agents, managing general 
agents, brokers, producers, adjusters and third-party administrators; 

(5) “Insurance transaction” means a transaction by, between or among: 

(A) An insurer or a person who acts on behalf of an insurer; and 

(B) An insured, claimant, applicant for insurance, public adjuster, 
insurance professional, practitioner, or any person who acts on behalf of an 
insured, claimant, applicant for insurance, public adjuster, insurance 
professional, or practitioner; 

for the purpose of obtaining insurance or reinsurance, calculating insur- 
ance premiums, submitting a claim, negotiating or adjusting a claim, or 
otherwise obtaining insurance, self-insurance, or reinsurance or obtaining 
the benefits of insurance, self-insurance, or reinsurance or from insurance, 
self-insurance, or reinsurance; 

(6) “Insurer” means any person purporting to engage in the business of 
insurance or authorized to do business in this state or subject to regulation 
by the state, who undertakes to indemnify another against loss, damage or 
lability arising from a contingent or unknown event. “Insurer” includes, but 
is not limited to, an insurance company, self-insurer, reinsurer, reciprocal 
exchange, interinsurer, risk retention group, Lloyd’s insurer, fraternal 
benefit society, surety, medical service, health maintenance organization, 
dental, optometric or any other similar health service plan, and any other 
legal entity engaged or purportedly engaged in the business of insurance, 
including any person or entity that falls within the definition of “insurer” 
found within this title; 

(7) “Pattern or practice” means repeated, routine or generalized in nature, 
and not merely isolated or sporadic; 

(8) “Person” means a natural person, company, corporation, unincorpo- 
rated association, partnership, professional corporation, agency of govern- 
ment and any other entity; 

(9) “Practitioner” means a licensee of this state authorized to practice 
medicine and surgery, psychology, chiropractic or law or any other licensee of 
the state or person required to be licensed in the state whose services are 
compensated either in whole or in part, directly or indirectly, by insurance 
proceeds, including, but not limited to, automotive repair shops, building 
contractors and insurance adjusters, or a licensee similarly licensed in other 
states and nations or the licensed practitioner of any nonmedical treatment 
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rendered in accordance with a recognized religious method of healing; 

(10) “Premium” means consideration paid or payable for coverage under 
an insurance policy. “Premium” includes any payments, whether due within 
the insurance policy term or otherwise, and deductible payments, whether 
advanced by the insurer or insurance professional and subject to reimburse- 
ment by the insured or otherwise, any self-insured retention or payments, 
whether advanced by the insurer or insurance professional and subject to 
reimbursement by the insured or otherwise, and any collateral or security to 
be provided to collateralize obligations to pay any of the above; 

(11) “Premium finance company” means a person engaged or purporting 
to engage in the business of advancing money, directly or indirectly, to an 
insurer or producer at the request of an insured pursuant to the terms of a 
premium finance agreement, including but not limited to loan contracts, 
notes, agreements or obligations, wherein the insured has assigned the 
unearned premiums, accrued dividends, or loss payments as security for the 
advancement in payment of premiums on insurance policies only, and does 
not include the financing of insurance premiums purchased in connection 
with the financing of goods and services; 

(12) “Premium finance transaction” means a transaction by, between or 
among an insured, a producer or other party claiming to act on behalf of an 
insured and a third-party premium finance company, for the purposes of 
purportedly or actually advancing money directly or indirectly to an insurer 
or producer at the request of an insured pursuant to the terms of a premium 
finance agreement, wherein the insured has assigned the unearned premi- 
ums, accrued dividends or loan payments as security for the advancement in 
payment of premiums on insurance policies only, and does not include the 
financing of insurance premiums purchased in connection with the financing 
of goods and services; 

(13) “Reckless” means without reasonable belief of the truth, or, for the 
purposes of § 56-53-103(a)(3), with a high degree of awareness of probable 
insolvency; and 

(14) “Withhold” means to fail to disclose facts or information that any law, 
other than this chapter, requires to be disclosed. Mere failure to disclose 
information does not constitute “withholding” if the one failing to disclose 
reasonably believes that there is no duty to disclose. 


History. Cross-References. 
Acts 2001, ch. 356, § 2. Medicaid, false claims title 71, ch. 5, part 1. 


56-53-102. Fraudulent insurance act — Criminal violations. 


(a) Any person who, knowingly and with intent to defraud, and for the 
purpose of depriving another of property or for pecuniary gain, commits, 
participates in or aids, abets, or conspires to commit or solicits another person 
to commit, or intentionally permits its employees or its agents to commit any 
of the following acts, has committed a fraudulent insurance act: 

(1) Presents, causes to be presented, or prepares with knowledge or belief 
that it will be presented, by or on behalf of an insured, claimant or applicant 
to an insurer, insurance professional or premium finance company in 
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connection with an insurance transaction or premium finance transaction, 
any information that contains false representations as to any material fact, 
or that withholds or conceals a material fact concerning any of the following: 
(A) The application for, rating of, or renewal of, any insurance policy; 
(B) Aclaim for payment or benefit pursuant to any insurance policy; 
(C) Payments made in accordance with the terms of any insurance 
policy; or 
(D) The application used in any premium finance transaction; 

(2) Presents, causes to be presented, or prepares with knowledge or belief 
that it will be presented, to or by an insurer, insurance professional or a 
premium finance company in connection with an insurance transaction or 
premium finance transaction, any information that contains false represen- 
tations as to any material fact, or that withholds or conceals a material fact, 
concerning any of the following: 

(A) The solicitation for sale of any insurance policy or purported 
insurance policy; 

(B) An application for certificate of authority; 

(C) The financial condition of any insurer; or 

(D) The acquisition, formation, merger, affiliation or dissolution of any 
insurer; 

(3) Solicits or accepts new or renewal insurance risks by or for an 
insolvent insurer; 

(4) Removes the assets or records of assets, transactions and affairs or a 
material part of the assets or records, from the home office or other place of 
business of the insurer, or from the place of safekeeping of the insurer, or 
destroys or sequesters the same from the department; or 

(5) Diverts, misappropriates, converts or embezzles funds of an insurer, 
an insured, claimant or applicant for insurance in connection with: 

(A) An insurance transaction; 
(B) The conduct of business activities by an insurer or insurance 
professional; or 
(C) The acquisition, formation, merger, affiliation or dissolution of any 
insurer. 
(b) It shall be unlawful for any person to commit, or to attempt to commit, 
or aid, assist, abet or solicit another to commit, or to conspire to commit a 
fraudulent insurance act. 


History. Collateral References. 
Acts 2001, ch. 356, § 3. Validity, construction, and application of Uni- 
EE Pay EEO Panty BE ay ee Sie, Insurers Liquidation Act. 44 A.L.R.5th 


This section is referred to in §§ 56-6-114, 
56-22-119, 56-53-104, 56-53-105, 56-53-106, 56- 
53-107, 56-53-1009, 56-53-111. 


56-53-103. Unlawful insurance act — Civil violations. 


(a) Any person who commits, participates in, or aids, abets, or conspires to 
commit, or solicits another person to commit, or permits its employees or its 
agents to commit any of the following acts with an intent to induce reliance, 
has committed an unlawful insurance act: 
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(1) Presents, causes to be presented, or prepares with knowledge or belief 
that it will be presented, by or on behalf of an insured, claimant or applicant 
to an insurer, insurance professional or a premium finance company in 
connection with an insurance transaction or premium finance transaction, 
any information that the person knows to contain false representations, or 
representations the falsity of which the person has recklessly disregarded, 
as to any material fact, or that withholds or conceals a material fact, 
concerning any of the following: 

(A) The application for, rating of, or renewal of, any insurance policy; 

(B) Aclaim for payment or benefit pursuant to any insurance policy; 

(C) Payments made in accordance with the terms of any insurance 
policy; or 

(D) The application for the financing of any insurance premium; 

(2) Presents, causes to be presented, or prepares with knowledge or belief 
that it will be presented, to or by an insurer, insurance professional or a 
premium finance company in connection with an insurance transaction or 
premium finance transaction, any information that the person knows to 
contain false representations, or representations the falsity of which the 
person has recklessly disregarded, as to any material fact, or that withholds 
or conceals a material fact, concerning any of the following: 

(A) The solicitation for sale of any insurance policy or purported 
insurance policy; 

(B) An application for certificate of authority; 

(C) The financial condition of any insurer; or 

(D) The acquisition, formation, merger, affiliation or dissolution of any 
insurer; or 

(3) Solicits or accepts new or renewal insurance risks by or for an insurer 
that the person knows was insolvent or the insolvency of which the person 
recklessly disregards. 

(b) It shall be unlawful for any person to commit, or to attempt to commit, 
or aid, assist, abet or solicit another to commit, or to conspire to commit an 
unlawful insurance act. 


History. . Collateral References. 
Acts 2001, ch. 356, § 4. Validity, construction, and application of Uni- 
form Insurers Liquidation Act. 44 A.L.R.5th 


Section to Section References. 
This section is referred to in §§ 56-53-101, 
_ §6-53-107, 56-53-109, 56-53-111. 


683. 


56-53-104. Criminal penalties. 


A person who violates § 56-53-102 shall be punished and subject to the 
penalties under § 39-14-1338. 


History. 
Acts 2001, ch. 356, § 5. 
Section to Section References. 


This section is referred to in §§ 56-22-119, 
56-53-107. 
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56-53-105. Restitution. 


(a) Aperson convicted of a violation of § 56-53-102 shall be ordered to make 
monetary restitution for any financial loss or damages sustained by any other 
person as a result of the violation. Financial loss or damage shall include, but 
is not necessarily limited to, loss of earnings, out-of-pocket and other expenses, 
paid deductible amounts under an insurance policy, insurer claim payments, 
cost reasonably attributed to investigations and recovery efforts by owners, 
insurers, insurance professionals, law enforcement and other public authori- 
ties, and cost of prosecution. 

(b) When restitution is ordered, the court shall determine its extent and 
methods. Restitution may be imposed in addition to a fine and, if ordered, any 
other penalty, but not in lieu thereof. The court shall determine whether 
restitution, if ordered, shall be paid in a single payment or installments and 
shall fix a period of time, not in excess of three (3) years, within which payment 
of restitution is to be made in full. 


History. 
Acts 2001, ch. 356, § 6. 


56-53-106. Administrative penalties. 


(a)(1) Any practitioner determined by the court to have violated § 56-53-102 
shall be deemed to have committed an act involving moral turpitude that is 
inimical to the public well being. The court or prosecutor shall notify the 
appropriate licensing authority in this state of the judgment for appropriate 
disciplinary action, including revocation of the professional license, and may 
notify appropriate licensing authorities in any other jurisdictions where the 
practitioner is licensed. Any victim may notify the appropriate licensing 
authorities in this state and any other jurisdiction where the practitioner is 
licensed, of the conviction. 

(2) Upon notification of a conviction of the crimes enumerated in § 56- 
53-102 or a substantially similar crime under the laws of another state or the 
United States, this state’s appropriate licensing authority may hold an 
administrative hearing, or take other appropriate administrative action 
authorized by state law, to consider the imposition of the administrative 
sanctions as provided by law against the practitioner. Where the practitioner 
has been convicted of a felony violation of § 56-53-102 or a substantially 
similar crime under the laws of another state or of the United States, this 
state’s appropriate licensing authority may hold an administrative hearing, 
or take other appropriate administrative action authorized by state law, and 
may summarily and permanently revoke the license or take other action 
against the licensee as deemed appropriate. It is recommended by the 
legislature that the supreme court shall summarily and permanently disbar 
any attorney found guilty of such felony. 

(3) The referrals to the appropriate licensing or other agencies, and all 
dispositive actions of the referral, shall be a matter of public record. 

(b)(1) A person convicted of a felony involving dishonesty or breach of trust 
shall not participate in the business of insurance unless a waiver is granted 
by the commissioner. 
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(2) A person in the business of insurance shall not knowingly or inten- 
tionally permit a person convicted of a felony involving dishonesty or breach 
of trust to participate in the business of insurance unless a waiver has been 
granted by the commissioner pursuant to subdivision (b)(1). 


History. 
Acts 2001, ch. 356, § 7. 


56-53-107. Civil remedies. 


(a)(1) Any person injured in the person’s business or property by reason of 

a violation of § 56-53-103 may recover for the injury from the person or 

persons violating § 56-53-1038, in any appropriate court having jurisdiction, 

the following: 

(A) Return of any profit, benefit, compensation or payment received by 
the person violating § 56-53-103 directly resulting from the violation; and 

(B) Reasonable attorneys’ fees, related legal expenses, including inter- 
nal legal expenses and court costs. 

(2) An action maintained under subdivision (a)(1) may neither be certified 
as a class action nor be made part of a class action. 

(b)(1) Any person injured in the person’s business or property by reason of 

a violation of § 56-53-102 may recover for the injury from the person or 

persons violating § 56-53-102, in any appropriate court having jurisdiction, 

the following: 

(A) Return of any profit, benefit, compensation or payment received by 
the person violating § 56-53-102 directly resulting from the violation; 

(B) Reasonable attorneys’ fees, related legal expenses, including inter- 
nal legal expenses and court costs; 

(C) All other economic damages directly resulting from the violation of 
§ 56-53-102; 

(D) Reasonable investigative fees based on a reasonable estimate of the 
time and expense incurred in the investigation of the violation or viola- 
tions of § 56-53-102 proved at trial; and 

(E) A penalty of no less than one hundred dollars ($100) and no greater 
than ten thousand dollars ($10,000). 

(2) An action maintained under subdivision (b)(1) may neither be certified 
as a class action nor be made part of a class action. 

(c) Any person injured in the person’s business or property by a person 
violating § 56-53-102, upon a showing of clear and convincing evidence that 
the violation was part of a pattern or practice of such violations, shall be 
entitled to recover threefold the injured person’s economic damages. An action 
for treble damages must be brought within three (3) years of the violation. One 
third (%) of the treble damages awarded shall be payable to the state to be 
used solely for the purpose of investigation and prosecution of violations of this 
chapter or other fraudulent behavior relating to insurance transactions, or for 
public education relating to insurance fraud. An action maintained under this 
subsection (c) may neither be certified as class action nor be made part of a 
class action, unless the violations of § 56-53-102 giving rise to the action 
resulted in criminal conviction of the violator or violators under § 56-53-104. 
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(d)(1) The attorney general and reporter, district attorney general or other 
prosecutorial agency shall have authority to maintain civil proceedings on 
behalf of the department of commerce and insurance and any victims of 
violations of § 56-53-102. In the action, the court shall proceed as soon as 
practicable to the hearing and determination of the hearing. Pending final 
determination, the court may at any time enter restraining orders or 
prohibitions, or take other actions, including the acceptance of satisfactory 
performance bonds, as it deems proper. 

(A) The circuit and chancery courts of the state shall have jurisdiction 
to prevent and restrain violations of § 56-53-102 by issuing appropriate 
orders. 

(B) In any action commenced under this subsection (d), the court, upon 
finding that any person has violated § 56-53-102, shall levy a fine of up to 
five thousand dollars ($5,000) for each violation. 

(2) Any court in which a prosecution for violation of § 56-53-102 is 
pending shall have authority to stay or limit proceedings in any civil action 
regarding the same or related conduct. Any court in which is pending a civil 
action brought pursuant to this subsection (d) may stay or limit proceedings 
in actions brought pursuant to subsections (a)-(c) regarding the same or 
related conduct or may transfer the actions or consolidate them before itself 
or allow the plaintiffs in the actions to participate in the action brought 
pursuant to this subsection (d), as it shall prescribe. 

(e) Any cause of action under this section for violation of § 56-53-102 or 
§ 56-53-103 must be brought within five (5) years of the commission of the acts 
constituting the violation, or within five (5) years of the time the plaintiff 
discovered, or with reasonable diligence could have discovered, the acts, 
whichever is later. 

(f) An insurer shall not pay damages awarded under this section, or provide 
a defense or money for a defense, on behalf of an insured under a contract of 
insurance or indemnification. A third party who has asserted a claim against 
an insured shall have no cause of action under this section against the insurer 
of the insured arising out of the insurer’s processing or settlement of the third 
party’s claim. An obligee under a surety bond shall not have a cause of action 
under this section against the surety arising out of the surety’s processing or 
settlement of the obligee’s claim against the bond. 

(g) Any person injured in the person’s business or property by reason of a 
violation of § 56-53-102 or § 56-53-103 may recover under only one (1) of the 
subsections of this section. 


History. Section to Section References. 
Acts 2001, ch. 356, § 8. This section is referred to in § 56-53-108. 
56-53-108. Exclusivity of remedies. ’ 


The remedies expressly provided in § 56-53-107 shall be the only private 
remedies for violations of this chapter and no additional remedies shall be 
implied. The remedies available under § 56-53-107 shall not be used in 
conjunction with or in addition to any other remedies available at law or in 
equity to duplicate recovery for the same element of economic damage. 
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Further, in any civil action pleading both exemplary damages and the treble 
damages available in § 56-53-107(c), the plaintiff shall elect one (1) or the 
other remedy, but not both, at the conclusion of the evidentiary phase of the 
trial; provided, that nothing in this chapter shall limit or abrogate any right of 
action that would have existed in the absence of this chapter, but no action 
based on such a right shall rely on this chapter to establish a standard of 
conduct or for any other purpose. 


History. 
Acts 2001, ch. 356, § 9. 


56-53-109. Cooperation. 


(a) When any law enforcement official or authority, any insurance depart- 
ment, state division of insurance fraud, or state or federal regulatory or 
licensing authority requests information from an insurer or insurance profes- 
sional for the purpose of detecting, prosecuting or preventing insurance fraud, 
the insurer or insurance professional shall take all reasonable actions to 
provide the information requested, subject to any legal privilege protecting the 
information. 

(b) Any insurer or insurance professional who has reasonable belief that an 
act violating § 56-53-102 or § 56-53-103 will be, is being, or has been 
committed shall furnish and disclose any information in the insurance profes- 
sional’s possession concerning the act to the appropriate law enforcement 
official or authority, insurance department, state division of insurance fraud, 
or state or federal regulatory or licensing authority, subject to any legal 
privilege protecting the information. In no case shall the information be 
required by subpoena or otherwise to be given to the person alleged to have 
committed a violation, unless in possession of an insurer and that insurer used 
the information to deny a claim of the person, in whole or in part. 

(c) All documents or other information submitted to or generated by a law 
enforcement, regulatory, licensing or other governmental agency pursuant to 
subsection (a) or (b) shall not be subject to disclosure pursuant to the public 
records laws, codified in title 10, chapter 7, and shall be confidential unless 
disclosed by the law enforcement, regulatory, licensing or other governmental 
agency at the agency’s sole discretion. 

(d) Any person who has a reasonable belief that an act violating this chapter 
will be, is being, or has been committed, or any person who collects, reviews or 
analyzes information concerning insurance fraud may furnish and disclose any 
information in the person’s possession concerning the act to an authorized 
representative of an insurer who requests the information for the purpose of 
detecting, prosecuting or preventing insurance fraud. 

(e) Failure to cooperate with a request for information from an appropriate 
local, state or federal governmental authority shall bar a person’s eligibility for 
restitution from any proceeds resulting from the governmental investigation 
and prosecution. This subsection (e) shall not be construed as limiting the 
ability of any governmental authority from imposing lawful civil discipline 
upon a person or entity that fails to cooperate with a request for information 
as delineated in this subsection (e). 
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History. Section to Section References. 
Acts 2001, ch. 356, § 10. This section is referred to in § 56-53-110. 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


56-53-110. Immunity. 


In the absence of actual malice, no person furnishing, disclosing or request- 
ing information pursuant to § 56-53-109 shall be subject to civil liability for 
libel, slander, or any other cause of action arising from the furnishing, 
disclosing or requesting of the information. No person providing information 
pursuant to § 56-53-109(a) shall be subject to civil liability for any cause of 
action arising from the person’s provision of requested information. Any person 
against whom any action is brought who is found to be immune from liability 
under this section, shall be entitled to recover reasonable attorneys’ fees and 
costs from the person or party who brought the action. This section does not 
abrogate or modify in any way any common law or statutory privilege or 
immunity heretofore enjoyed by any person. 


History. 
Acts 2001, ch. 356, § 11. 


56-53-111. Regulatory requirements. 


(a) Anti-Fraud Plans. 

(1) By January 1, 2002, every insurer with direct written premiums 
exceeding ten million dollars ($10,000,000) shall prepare, implement, and 
maintain an insurance anti-fraud plan. Each insurer’s anti-fraud plan shall 
outline specific procedures, appropriate to the type of insurance the insurer 
writes in this state, to: 

(A) Prevent, detect and investigate all forms of insurance fraud, includ- 
ing fraud involving the insurer’s employees or agents; fraud resulting from 
misrepresentations in the application, renewal or rating of insurance 
policies; claims fraud; and security of the insurer’s data processing 
systems; 

(B) Educate appropriate employees on fraud detection and the insurer’s 
anti-fraud plan; 

(C) Provide for the hiring of or contracting for fraud investigators; 

(D) Report insurance fraud to appropriate law enforcement and regu- 
latory authorities in the investigation and prosecution of insurance fraud; 
and 

(E) Pursue restitution for financial loss caused by insurance fraud, 
where appropriate. 

(2) The commissioner may review each insurer’s anti-fraud plan at the 
time of the insurance company’s financial examination or market conduct 
examination or at any other time when requested by the commissioner. 

(3) The commissioner may require each insurer to file a summary of the 
insurer’s anti-fraud activities and results. The anti-fraud plans and the 
summary of the insurer’s anti-fraud activities and results are not public 
records and are exempt from the public records act, and shall be proprietary 
and not subject to public examination, and shall not be discoverable or 
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admissible in civil litigation. 


(4) This subsection (a) confers no private rights of action. 


(b) Fraud Warnings. 
(1)(A) By January 1, 2002, all applications for insurance, and all claim 
forms regardless of the form of transmission provided and required by an 
insurer or required by law as a condition of payment of a claim, shall 
contain a statement, permanently affixed to the application or claim form, 


that clearly states in substance the following, or words to that effect: 
“It is a crime to knowingly provide false, incomplete or misleading 
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information to an insurance company for the purpose of defrauding the 
company. Penalties include imprisonment, fines and denial of insurance 
benefits.” 
(B) The lack of a statement required in this subsection (b) does not 
constitute a defense in any criminal prosecution under § 56-53-102 nor in 


any civil action under § 56-53-102 or § 56-53-1083. 


(2) The warning required by subdivision (b)(1) shall not be required on 
forms relating to reinsurance. 
(c) Enforcement. Notwithstanding any other law, the following are the 

exclusive monetary penalties for violation of this section. Insurers that fail to 
prepare, implement, and maintain an insurance anti-fraud plan are subject to 
a penalty of five hundred dollars ($500) per day, not to exceed twenty-five 
thousand dollars ($25,000). 


History. 


Acts 2001, ch. 356, § 12. 


56-53-112. Inapplicable to workers’ compensation. 


Nothing in this chapter shall apply to a workers’ compensation insurance 
policy as defined in § 56-47-102, and the Workers’ Compensation Fraud Act, 


compiled in chapter 47 of this title, shall continue in full force and effect. 


History. 


Acts 2001, ch. 356, § 13. 
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56-54-101. Short title. 


This chapter shall be known and may be cited as the “Tennessee Health Care 
Liability Reporting Act.” 


History. §§ 1-7), concerning reports on medical or pro- 
Acts 2008, ch. 1009, § 2; 2012, ch. 798, § 27. fessional malpractice claims, was repealed by 
Acts 2008, ch. 1009, § 1, effective January 1, 


Compiler’s Notes. 2009. 


Former chapter 54, §§ 56-54-101, 56-54-102 
(Acts 2004, ch. 902, §§ 1, 2; 2006, ch. 744, 


56-54-102. Legislative intent — Use of information. 


This chapter is intended to ensure the availability of health care liability 
claims data necessary for thorough analysis and understanding of issues 
associated with health care liability claims, in order to support the establish- 
ment and maintenance of sound public policy. The information submitted to 
the department of commerce and insurance pursuant to this section shall be 
used solely for the purpose of analyzing trends in health care liability claims; 
provided, however, that the information received pursuant to § 56-54-105 that 
pertains to judgments and settlements paid as to any medical physician, 
osteopathic physician or dentist shall be sent to the department of health, 
division of health related boards and § 56-54-107 shall apply to the reports. 


History. fessional malpractice claims, was repealed by 
Acts 2008, ch. 1009, § 3; 2012, ch. 798, § 28. Acts 2008, ch. 1009, § 1, effective January 1, 
2009. 


Compiler’s Notes. 
Former chapter 54, §§ 56-54-101, 56-54-102 Cross-References. 


(Acts 2004, ch. 902, §§ 1, 2; 2006, ch. 744, Confidentiality of public records, § 10-7-504. 
§§ 1-7), concerning reports on medical or pro- 


56-54-103. Chapter definitions. 


As used in this chapter, unless the context otherwise requires: 

(1) “Claim” means: 

(A) A demand for monetary damages for injury or death caused by 
health care lability; or 

(B) Avoluntary indemnity payment for injury or death caused by health 
care liability; 

(2) “Claimant” means a person, including a decedent’s estate, that is 
seeking or has sought monetary damages for injury or death caused by 
health care liability; 

(3) “Closed claim” means a claim that has been settled or otherwise 
disposed of by the insuring entity, self-insurer, facility or provider. A claim 
may be closed with or without an indemnity payment to a claimant; 

(4) “Commissioner” means the commissioner of commerce and insurance; 

(5) “Companion claims” means separate claims involving the same inci- 
dent of health care liability made against other providers or facilities; 

(6) “Economic damages” means objectively verifiable monetary losses, 
including medical expenses, loss of earnings, burial costs, loss of use of 
property, cost of replacement or repair, cost of obtaining substitute domestic 
services, and loss of business or employment opportunities; 
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(7) “Health care facility” or “facility” means an entity licensed under title 
68, including a clinic, diagnostic center, hospital, laboratory, mental health 
center, nursing home, office, surgical facility, treatment facility, or similar 
place where a health care provider provides health care to patients; 

(8) “Health care liability” means an actual or alleged negligent act, error, 
or omission in providing or failing to provide health care services; 

(9) “Health care provider” or “provider” means: 

(A) A person licensed in either title 63, except chapter 12, or title 68 to 
provide health care or related services, including, but not limited to, an 
acupuncturist, a physician, a surgeon, an osteopathic physician, a dentist, 
a nurse, an optometrist, a podiatrist, a chiropractor, a physical therapist, 
a psychologist, a pharmacist, an optician, a physician assistant, a certified 
professional midwife, an orthopedic physician assistant, or a nurse prac- 
titioner. If the person is deceased, this includes the person’s estate or 
personal representative; or 

(B) An employee or agent of a person described in subdivision (9)(A), 
acting in the course and scope of the employee’s or agent’s employment. If 
the employee or agent is deceased, this includes the employee’s or agent’s 
estate or personal representative; 

(10) “Insuring entity” means: 

(A) An authorized insurer; 

(B) A captive insurer; 

(C) A joint underwriting association; 

(D) A patient compensation fund; 

(EK) Arisk retention group; or 

(F) An unauthorized insurer that provides surplus lines coverage; 

(11) “Noneconomic damages” means subjective, nonmonetary losses, in- 
cluding pain, suffering, inconvenience, mental anguish, disability, or disfig- 
urement incurred by the injured party, emotional distress, loss of society and 
companionship, loss of consortium, humiliation and injury to reputation, 
and destruction of the parent-child relationship; and 

(12) “Self-insurer” means any health care provider, facility, or other 
individual or entity that assumes operational or financial risk for claims of 
health care liability. 


History. fessional malpractice claims, was repealed by 
Acts 2008, ch. 1009, § 4; 2012, ch. 798, § 29. Acts 2008, ch. 1009, § 1, effective January 1, 
2009. 


Compiler’s Notes. 
Former chapter 54, §§ 56-54-101, 56-54-102 Section to Section References. 


(Acts 2004, ch. 902, SS calcu 2006, ch. 744, This section is referred to in § 56-54-111. 
8§ 1-7), concerning reports on medical or pro- 


56-54-104. Applicability of chapter. 


This chapter shall apply to all health care liability claims in this state, 
regardless of whether or how they are covered by medical professional liability 
insurance. This chapter shall not apply to the state or those employed by the 
state to the extent that their health care liability is not covered by an 
insurance entity. 
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History. §§ 1-7), concerning reports on medical or pro- 
Acts 2008, ch. 1009, § 5; 2012, ch. 798, § 30. fessional malpractice claims, was repealed by 
Acts 2008, ch. 1009, § 1, effective January 1, 


Compiler’s Notes. 2009. 


Former chapter 54, §§ 56-54-101, 56-54-102 
(Acts 2004, ch. 902, §§ 1, 2; 2006, ch. 744, 


56-54-105. Claims — Report. 


(a) For claims closed or open and pending on or after January 1, 2008: 

(1) Every insuring entity or self-insurer that provides health care liability 
insurance to any facility or provider in this state must report each health 
care liability claim to the commissioner; 

(2) A claim that is covered under a primary policy and one (1) or more 
excess policies shall be reported only by the insuring entity that issued the 
primary policy. The insuring entity that issued the primary policy shall 
report the total amount, if any, paid with respect to the claim, including any 
amount paid under an excess policy, any amount paid by the facility or 
provider, and any amount paid by any other person on behalf of the facility 
or provider; 

(3) If a claim is not covered by an insuring entity or self-insurer, the 
facility or provider named in the claim must report it to the commissioner 
after a final claim disposition has occurred due to a court proceeding or a 
settlement by the parties. Instances in which a claim may not be covered by 
an insuring entity or self-insurer include situations in which: 

(A) The facility or provider did not buy insurance or maintained a 
self-insured retention that was larger than the final judgment or settle- 
ment; 

(B) The claim was denied by an insuring entity or self-insurer because 
it did not fall within the scope of the insurance coverage agreement; or 

(C) The annual aggregate coverage limits had been exhausted by other 
claim payments. 

(b)(1) Any self-insurer, risk retention group, or unauthorized insurer that 
may be exempt from this chapter due to a federal preemption or other cause, 
may report all data required under this section. 

(2) The self-insurer, risk retention group, or unauthorized insurer must 
notify covered providers and facilities that they may have reporting respon- 
sibilities under this chapter if the self-insurer, risk retention group or 
unauthorized insurer does not report due to a federal exemption or other 
jurisdictional preemption. 

(3) If any self-insurer, risk retention group or unauthorized insurer does 
not report information required by this chapter due to the assertion of a 
federal exemption or other jurisdictional preemption, the facility or provider 
named in a health care liability claim shall report all data required by this 
chapter once notified by the self-insurer, risk retention group or unauthor- 
ized insurer that such entity is not reporting under this section. 

(c)(1) Counsel for claimants asserting claims covered by this section shall 
provide: 

(A) Information about fee arrangements to the commissioner. The 
information shall include the portion of any settlement or judgment 
received by claimant’s counsel; and 
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(B) Information as to whether the healthcare provider named in the 
claim received payment from TennCare for the incident that is the subject 
of the claim. 
(2) For the purposes of the levying of civil penalties under § 56-54-109, 
counsel for claimants who are required to submit the information outlined in 
this subsection (c) shall be considered reporting entities under this section. 
(3) The information provided pursuant to subdivision (c)(1)(B) shall be 
provided for claims closed or open and pending on or after January 1, 2012. 
(d) Beginning in 2009, reports required under subsections (a) and (c) must 
be filed by March 1. These reports must include data for all claims open and 
pending as of the last day of the preceding calendar year, and those claims 
closed in the preceding calendar year and any adjustments to data reported in 
prior years. 

(e) The commissioner may adopt rules that require insuring entities, 
self-insurers, facilities, providers and claimant’s counsel to submit all required 
claim data electronically. 


History. fessional malpractice claims, was repealed by 
Acts 2008, ch. 1009, § 6; 2011, ch. 112, § 1; Acts 2008, ch. 1009, § 1, effective January 1, 

2012, ch. 798, § 31. 2009. 

Compiler’s Notes. Section to Section References. 


Former chapter 54, §§ 56-54-101, 56-54-102 This section is referred to in §§ 56-54-102, 
(Acts 2004, ch. 902, §§ 1, 2; 2006, ch. 744, 56.54.1096. 


§§ 1-7), concerning reports on medical or pro- 


56-54-106. Contents of report. 


With the exception of reports received pursuant to § 56-54-105(c), reports 
required under § 56-54-105 must contain the following information in a 
format and coding protocol prescribed by the commissioner; however, for all 
open claims, an insuring entity, self-insurer, facility and provider shall only be 
required to report the information in its possession as of the date of the report. 
To the greatest extent possible while still fulfilling the purposes of this chapter, 
the format and coding protocol shall be consistent with the format and coding 
protocol for data reported to the National Practitioner Data Bank. 

(1) Claim and incident identifiers, including: 

(A) A claim identifier assigned to the claim by the insuring entity, 
self-insurer, facility or provider; and 

(B) An incident identifier if companion claims have been made by a 
claimant; 

(2) The policy limits of the medical professional liability insurance policy 
covering the claim; however, no information concerning policy limits shall be 
included in the report prepared pursuant to § 56-54-111; 

(3) If applicable, the medical specialty of the provider named in the claim; 

(4) The type of health care facility where the health care liability incident 
occurred; 

(5) The primary location within a facility where the health care liability 
incident occurred; . 

(6) The geographic location, by city and county, where the health care 
hability incident occurred; 
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(7) The injured person’s sex and age on the incident date; 

(8) The severity of the health care liability injury using the National 
Practitioner Data Bank severity scale; 

(9) The dates of: 

(A) The incident that was the proximate cause of the claim; 

(B) Notice to the insuring entity, self-insurer, facility or provider; 

(C) Suit, if a suit was filed; 

(D) Final indemnity payment, if any; and 

(EK) Final action by the insuring entity, self-insurer, facility or provider 
to close the claim; 

(10) Settlement information that identifies the timing and final method of 
claim disposition, including: 

(A) Claims settled by the parties; 

(B) Claims disposed of by a court, including the date disposed; 

(C) Claims disposed of by alternative dispute resolution, such as 
arbitration, mediation, private trial and other common dispute resolution 
methods; and 

(D) Whether the settlement occurred before or after trial, if a trial 
occurred; 

(11) Specific information about the indemnity payments and defense and 
cost containment expenses, including: 

(A) For claims disposed of by a court that result in a verdict or judgment 
that itemizes damages: 

(i) The total verdict or judgment; 

(ii) If there is more than one (1) defendant, the total indemnity paid 
by or on behalf of this facility or provider; 

(iii) Economic damages; 

(iv) Noneconomic damages; 

(v) Punitive damages, if applicable; and 

(vi) Defense and cost containment expenses, including court costs, 
attorneys’ fees, and costs of expert witnesses; and 

(B) For claims that do not result in a verdict or judgment that itemizes 
damages: 

(i) The total amount of the settlement; 

(ii) If there is more than one (1) defendant, the total indemnity paid 
by or on behalf of this facility or provider; 

(iii) The insuring entity’s or self-insurer’s best estimate of economic 
damages included in the settlement; 

(iv) The insuring entity’s or self-insurer’s best estimate of noneco- 
nomic damages included in the settlement; and 

(v) Defense and cost containment expenses, including court costs, 
attorneys’ fees, and costs of expert witnesses; 

(12) The reason for the health care liability claim. The reporting entity 
must use the same allegation group and specific allegation codes that are 
used for mandatory reporting to the National Practitioner Data Bank; and 

(13) Any other open or closed claim data the commissioner determines to 
be necessary to accomplish the purpose of this chapter and requires by 
adopting a rule. The commissioner is also authorized by rule to determine 
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certain open or closed claim data not necessary for submission to the 


commissioner. 


History. (Acts 2004, ch. 902, §§ 1, 2; 2006, ch. 744, 
Acts 2008, ch. 1009, § 7; 2012, ch. 798, §§ 32, §§ 1-7), concerning reports on medical or pro- 
33. fessional malpractice claims, was repealed by 
Acts 2008, ch. 1009, § 1, effective January 1, 


Compiler’s Notes. 


Former chapter 54, §§ 56-54-101, 56-54-102 2009. 


56-54-107. Confidentiality of information. 


(a) The information submitted to the department of commerce and insur- 
ance pursuant to this chapter shall be confidential, shall not be subject to 
public inspection, shall not be subject to discovery, subpoena or legal compul- 
sion for release to any person or entity and shall not be admissible in any 
criminal, civil or administrative proceeding. 

(b) Nothing in this chapter shall be construed to prevent parties to a liability 
claim or legal action from entering into a settlement of that claim on a 
confidential basis. Any such agreement shall be mutually binding on all parties 
by the terms of the agreement, with the exception that any party required to 
report under this section shall do so and such reporting shall not be considered 
a breach of any confidential settlement agreement. 

(c) The commissioner may share information received pursuant to sathia 
chapter with the National Association of Insurance Commissioners, other state 
insurance departments or other appropriate government entities; however, the 
commissioner shall not share any data related to an open or pending claim to 
any other jurisdiction and such shared data shall not include the license 
number or any other personal identification of any health care provider. 


History. 
Acts 2008, ch. 1009, § 8. 


Compiler’s Notes. 

Former chapter 54, §§ 56-54-101, 56-54-102 
(Acts 2004, ch. 902, §§ 1, 2; 2006, ch. 744, 
§§ 1-7), concerning reports on medical or pro- 
fessional malpractice claims, was repealed by 


56-54-108. Cost of implementation. 


Acts 2008, ch. 1009, § 1, effective January 1, 
2009. 


Cross-References. 
Confidentiality of public records, § 10-7-504. 


Section to Section References. 
This section is referred to in § 56-54-102. 


Any cost incurred by the department of commerce and insurance associated 
with the implementation of this chapter shall be paid out of existing reserves 
of the insurance division of the department of commerce and insurance. 


History. 
Acts 2008, ch. 1009, § 9. 


Compiler’s Notes. 
Former chapter 54, §§ 56-54-101, 56-54-102 
(Acts 2004, ch. 902, §§ 1, 2; 2006, ch. 744, 


§§ 1-7), concerning reports on medical or pro- 
fessional malpractice claims, was repealed by 
Acts 2008, ch. 1009, § 1, effective January 1, 
2009. 


56-54-109. Violations — Civil penalties — Hearing — Costs. 


(a) The commissioner may assess a civil penalty in the amount of one 
hundred dollars ($100) per day upon any insuring entity, self-insurer, facility, 








en 
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provider and claimant’s counsel that fails to file a complete filing by the 
required date, or otherwise fails to comply with this chapter. Any insuring 
entity, self-insurer, facility, provider and claimant’s counsel so assessed may 
request an administrative hearing to contest the assessment of a penalty 
under this section. The prevailing party shall be entitled to its costs in bringing 
or defending the action. 

(b) All hearings under this section shall be conducted pursuant to the 


Uniform Administrative Procedures Act, compiled in title 4, chapter 5. 


History. 
Acts 2008, ch. 1009, § 10. 


fessional malpractice claims, was repealed by 
Acts 2008, ch. 1009, § 1, effective January 1, 


Compiler’s Notes. 2009. 


Former chapter 54, §§ 56-54-1001, 56-54-102 
(Acts 2004, ch. 902, §§ 1, 2; 2006, ch. 744, 
§§ 1-7), concerning reports on medical or pro- 


Section to Section References. 
This section is referred to in § 56-54-105. 


56-54-110. Adoption of rules. 


The commissioner shall adopt any rules needed for implementing this 
chapter in accordance with the Uniform Administrative Procedures Act, 
compiled in title 4, chapter 5. 


History. 
Acts 2008, ch. 1009, § 11. 


§§ 1-7), concerning reports on medical or pro- 
fessional malpractice claims, was repealed by 
Acts 2008, ch. 1009, § 1, effective January 1, 


° 9 
Compiler’s Notes. 2009. 


Former chapter 54, §§ 56-54-101, 56-54-102 
(Acts 2004, ch. 902, §§ 1, 2; 2006, ch. 744, 


56-54-111. Annual report. 


The commissioner shall submit an annual report to the speaker of the senate 
and the speaker of the house of representatives summarizing the information 
submitted pursuant to this chapter. The annual report shall be submitted on or 
before November 1 of each year. Any report shall contain aggregate data only 
and shall not identify any individual health care facility or health care 
provider. The annual report compiled by the commissioner shall aggregate 
total settlement and judgment to all health care providers in connection with 
a single occurrence; provided, that the report shall not contain any claimant’s 
social security number. The report shall differentiate between health care 
facilities and health care providers listed in § 56-54-1038. The report shall also 
include information as to whether any healthcare provider named in any claim 
received payment from TennCare for the incident that is the subject of the 
respective claim. 


History. 
Acts 2008, ch. 1009, § 12; 2011, ch. 112, § 2. 


Compiler’s Notes. 

Former chapter 54, §§ 56-54-101, 56-54-102 
(Acts 2004, ch. 902, §§ 1, 2; 2006, ch. 744, 
§§ 1-7), concerning reports on medical or pro- 
fessional malpractice claims, was repealed by 
Acts 2008, ch. 1009, § 1, effective January 1, 
2009. 


Cross-References. 

Reporting requirement satisfied by notice to 
general assembly members of publication of 
report, § 3-1-114. 


Section to Section References. 
This section is referred to in § 56-54-106. 
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Section 


56-55-101. 
56-55-102. 
56-55-103. 
56-55-104. 


56-55-105. 
56-55-106. 
56-55-107. 
56-55-108. 
56-55-109. 
56-55-110. 
56-55-111. 


56-55-112. 
56-55-113. 
56-55-114. 
56-55-115. 


Short title. 

Chapter definitions. 

Prohibited sales — Restrictions. 

Registration as a warrantor — Registration records — Fees — Revocation for failure 
to register. 

Conditions of required warranty insurance policy by warrantor. 

Conditions on sale of warranty reimbursement insurance policies. 

Warranty requirements — Documentation of sale to be furnished purchaser. 

Cancellation of sale and warranty. 

Restrictions on use of deceptive language — False or misleading statements — Fraud. 

Accounts, books, and records. 

Examination of accounts, books, and records for compliance — Costs and fees of 
examination — Enforcement — Violations — Hearings — Penalties. 

Commissioner or secretary of state as attorney for service of process. 

Rules and regulations. 

Application — Effective date. 

Sale of warranties only authorized as part of vehicle protection product. 


56-55-101. Short title. 


This chapter shall be known and may be cited as the “Tennessee Vehicle 
Protection Product Act.” 


History. 
Acts 2005, ch. 244, § 2. 


56-55-102. Chapter definitions. 


As used in this chapter, unless the context otherwise requires: 

(1) “Administrator” means a third party, other than the warrantor, who is 
designated by the warrantor to be responsible for the administration of 
vehicle protection product warranties; 

(2) “Commissioner” means the commissioner of commerce and insurance; 

(3) “Incidental costs” means expenses specified in the warranty, incurred 
by the warranty holder, related to the failure of the vehicle protection 
product to perform as provided in the warranty. Incidental costs may | 
include, but not be limited to, insurance policy deductibles, rental vehicle 
charges, the difference between the actual value of the stolen vehicle at the 
time of theft and the cost of a replacement vehicle, sales taxes, registration | 
fees, transaction fees, and mechanical inspection fees; 

(4)(A) “Vehicle protection product” means a vehicle protection device, 

system, or service that: 

(i) Is installed on or applied to a vehicle; 

(ii) Is designed to prevent loss or damage to a vehicle from a specific 
cause; and 

Gi) Includes a written warranty; 

(B) “Vehicle protection product” includes, but is not limited to, alarm 
systems, body part marking products, steering locks, window etch prod- 
ucts, pedal and ignition locks, fuel and ignition kill switches, and elec- 
tronic, radio, and satellite tracking devices; 
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(5) “Vehicle protection product warrantor” or “warrantor” means a person 
who is contractually obligated to the warranty holder under the terms of the 
vehicle protection product warranty agreement. “Warrantor” does not in- 
clude an authorized insurer; 

(6) “Vehicle protection product warranty” or “warranty” means a written 
agreement by a warrantor that provides that, if the vehicle protection 
product fails to prevent loss or damage to a vehicle from a specific cause, 
then the warranty holder shall be paid specified incidental costs by the 
warrantor as a result of the failure of the vehicle protection product to 
perform pursuant to the terms of the warranty; 

(7) “Warranty holder” means the person who purchases a vehicle protec- 
tion product or who is a permitted transferee; and 

(8) “Warranty reimbursement insurance policy” means a policy of insur- 
ance that is issued to the vehicle protection product warrantor to provide 
reimbursement to the warrantor, or to pay on behalf of the warrantor, all 
covered contractual obligations incurred by the warrantor under the terms 
and conditions of the insured vehicle protection product warranties sold by 
the warrantor. 


History. protection product” covered by the Vehicle Pro- 
Acts 2005, ch. 244, § 3. tection Product Act, OAG 06-140, 2006 Tenn. 


Section to Section References. AG LEXIS 160 (9/18/06). 


This section is referred to in § 56-55-115. 


Attorney General Opinions. 
An environmental resin is not a “vehicle 


56-55-103. Prohibited sales — Restrictions. 


(a) No vehicle protection product may be sold or offered for sale in this state 
unless the seller, warrantor, and administrator, if any, comply with this 
chapter. 

(b) A vehicle protection product warranty provided or sold in compliance 
with this chapter is not a contract of insurance. 

(c) Warranties, indemnity agreements, and guarantees that are not pro- 
vided as a part of a vehicle protection product are not subject to this chapter. 


History. 
Acts 2005, ch. 244, § 4. 


56-55-104. Registration as a warrantor — Registration records — Fees 
— Revocation for failure to register. 


(a) A person may not operate as a warrantor, or represent to the public that 
the person is a warrantor, unless the person is registered with the department 
on a form prescribed by the commissioner. 

(b) Warrantor registration records shall be filed annually and shall be 
updated by the warrantor within thirty (30) days of any change. The registra- 
tion records shall contain the following information: 

(1) The warrantor’s name, any other names under which the warrantor 
does business in this state, principal office address, and telephone number; 
(2) The names of the warrantor’s executive officer or officers directly 
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responsible for the warrantor’s vehicle protection product business; 

(3) The name, address, and telephone number of any administrators 
designated by the warrantor to be responsible for the administration of 
vehicle protection product warranties in this state; 

(4) A copy of the warranty reimbursement insurance policy or policies, or 
other financial information required by § 56-55-105; 

(5) A copy of each warranty the warrantor proposes to use in this state; 
and 

(6) A statement indicating under which provision of § 56-55-105 the 
warrantor qualifies to do business in this state as a warrantor. 

(c) The commissioner may charge each registrant a reasonable fee to offset 
the cost of processing the registration and maintaining the records. The fee 
shall be set by the commissioner in an amount not to exceed the amount 
necessary to defray the department’s expenses in administering this chapter. 

(d) Ifa registrant fails to register by the renewal deadline, the commissioner 
shall give the registrant written notice of the failure, and the registrant shall 
have thirty (30) days to complete the renewal of the registration before the 
registration is revoked. Revocation for failure to renew a registration does not 
require any additional notice or a hearing. 

(e) An administrator or person who sells or solicits a sale of a vehicle 
protection product, but who is not a warrantor, shall not be required to register 
as a warrantor, or be licensed under the insurance laws of this state, to sell 
vehicle protection products. 


History. 
Acts 2005, ch. 244, § 5. 


56-55-105. Conditions of required warranty insurance policy by war- 
rantor. 


No vehicle protection product shall be sold or offered for sale in this state 
unless the vehicle protection product warrantor is insured under a warranty 
insurance policy meeting the following conditions in order to ensure adequate 
performance under the warranty: 

(1) The warranty reimbursement insurance policy is issued by an insurer 
authorized to do business in this state and provides that the insurer will pay 
to, or on behalf of, the warrantor one hundred percent (100%) of all sums 
that the warrantor is legally obligated to pay according to the warrantor’s 
contractual obligations under the warrantor’s vehicle protection product 
warranty; 

(2) A true and correct copy of the warranty reimbursement insurance 
policy has been filed with the commissioner by the warrantor; and 

(3) The policy contains the provisions required by § 56-55-106. 


History. Section to Section References. 
Acts 2005, ch. 244, § 6. This section is referred to in § 56-55-104. 
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56-55-106. Conditions on sale of warranty reimbursement insurance 
policies. 


No warranty reimbursement insurance policy shall be issued, sold, or offered 
for sale in this state unless the policy meets the following conditions: 

(1) The policy states that the issuer of the policy will reimburse, or pay on 
behalf of the vehicle protection product warrantor, all covered sums that the 
warrantor is legally obligated to pay, or will provide all service that the 
warrantor is legally obligated to perform, according to the warrantor’s 
contractual obligations under the provisions of the insured warranties sold 
by the warrantor; 

(2) The policy states that, in the event that payment due under the terms 
of the warranty is not provided by the warrantor within sixty (60) days after 
proof of loss has been filed according to the terms of the warranty by the 
warranty holder, the warranty holder may file directly with the warranty 
reimbursement insurance company for reimbursement; 

(3) The policy provides that a warranty reimbursement insurance com- 
pany that insures a warranty shall be deemed to have received payment of 
the premium, if the warranty holder paid for the vehicle protection product 
and the insurer’s liability under the policy shall not be reduced or relieved by 
a failure of the warrantor, for any reason, to report the issuance of a 
warranty to the insurer; and 

(4) The policy has the following provisions regarding cancellation of the 
policy: 

(A) The issuer of a reimbursement insurance policy shall not cancel the 
policy until a notice of cancellation, in writing, has been mailed or 
delivered to the commissioner and each insured warrantor; 

(B) The cancellation of a reimbursement insurance policy shall not 
reduce the issuer’s responsibility for vehicle protection products sold prior 
to the date of cancellation; and 

(C) In the event an insurer cancels a policy that a warrantor has filed 
with the commissioner, the warrantor will do either of the following: 

(i) File a copy of a new policy with the commissioner before the 
termination of the prior policy; provided, that there is no lapse in 
coverage following the termination of the prior policy; or 

(ii) Discontinue acting as a warrantor as of the termination date of 
the policy, until a new policy becomes effective and is accepted by the 


commissioner. 
History. Section to Section References. 
Acts 2005, ch. 244, § 7. This section is referred to in § 56-55-105. 
56-55-107. Warranty requirements — Documentation of sale to be 


furnished purchaser. 


(a) Every vehicle protection product warranty shall be written in clear, 
understandable language and shall be printed or typed in an easy-to-read 
point size and font and shall not be sold or offered for sale in the state unless 
the warranty: 

(1) Contains a disclosure that reads substantially as follows: “This agree- 
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ment is a product warranty and is not insurance.’ 

(2) Identifies the warrantor, the administrator, e any, the seller, and the 
warranty holder; 

(3) Sets forth the procedure for making a claim, including a telephone 
number; 

(4) Sets forth the total purchase price and the terms under which it is to 
be paid; provided, however, that the purchase price is not required to be 
preprinted on the vehicle protection product warranty and may be negoti- 
ated with the consumer at the time of sale; 

(5) Sets forth any terms, restrictions, or conditions governing transfer- 
ability of the warranty, if any; 

(6) Conspicuously sets forth all of the obligations and duties of the 
warranty holder, such as the duty to protect against any further damage to 
the vehicle, the obligation to notify the warrantor in advance of any repair, 
or other similar requirements, if any; 

(7) Conspicuously states the existence of a deductible amount, if any; 

(8) Specifies the payments or performance to be provided under the 
warranty, including payments for incidental costs, the manner of calculation 
or determination of payments or performance, and any limitations, excep- 
tions, or exclusions; 

(9) Sets forth the conditions on which substitution will be allowed; 

(10) Conspicuously states that the obligations of the warrantor to the 
warranty holder are insured under a warranty reimbursement insurance 
policy; 

(11) Conspicuously states that, in the event a warranty holder must make 
a claim against a party other than the warranty reimbursement insurance 
policy issuer, the warranty holder is entitled to make a direct claim against 
the insurer upon the failure of the warrantor to pay any claim or meet any 
obligation under the terms of the warranty, within sixty (60) days after proof 
of loss has been filed with the warrantor; and 

(12) Conspicuously states the name and address of the issuer of the 
warranty reimbursement insurance policy. This information need not be 
preprinted on the warranty form, but may be stamped on the warranty. 
(b) At the time of sale, the seller or warrantor shall provide to the purchaser: 

(1) A copy of the vehicle protection product warranty; or 

(2) A receipt, or other written evidence of the purchase of the vehicle 
protection product, and a copy of the warranty, within thirty (30) days of the 
date of purchase. 


History. 
Acts 2005, ch. 244, § 8. 


56-55-108. Cancellation of sale and warranty. 


(a) No vehicle protection product may be sold or offered for sale in this state, 
unless the vehicle protection product warranty clearly states the terms and 
conditions governing the cancellation of the sale and warranty, if any. 

(b) The warrantor may only cancel the warranty if the warranty holder does 
any of the following: 
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(1) Fails to pay for the vehicle protection product; 

(2) Makes a material misrepresentation to the seller or warrantor; 

(3) Commits fraud; or 

(4) Substantially breaches the warranty holder’s duties under the war- 
ranty. 

(c) A warrantor canceling a warranty shall mail written notice of cancella- 
tion to the warranty holder at the last address of the warranty holder in the 
warrantor’s records, at least thirty (30) days prior to the effective date of the 
cancellation. The notice shall state the effective date of the cancellation and 
the reason for the cancellation. 


History. 
Acts 2005, ch. 244, § 9. 


56-55-109. Restrictions on use of deceptive language — False or mis- 
leading statements — Fraud. 


(a) Unless licensed as an insurance company, a vehicle protection product 
warrantor shall not use in its name, contracts, or literature the words 
“insurance,” “casualty,” “surety,” “mutual,” or any other word that is descrip- 
tive of the insurance, casualty, or surety business or that is deceptively similar 
to the name or description of any insurance or surety corporation or any other 
vehicle protection product warrantor. A warrantor may use the term “guar- 
anty” or a similar word in the warrantor’s name. 

(b) A vehicle protection product warrantor shall not make, permit, or cause 
any false or misleading statements, either oral or written, in connection with 
the sale, offer to sell, or advertisement of a vehicle protection product. 

(c) A vehicle protection product warrantor shall not permit or cause the 
omission of any material statement in connection with the sale, offer to sell, or 
advertisement of a vehicle protection product, that, under the circumstances, 
should have been made, in order to make the statements that were made not 
misleading. 

(d) Avehicle protection product warrantor shall not make, permit, or cause 
any false or misleading statements, either oral or written, about the perfor- 
mance required or payments that may be available under the vehicle protec- 
tion product warranty. 

(e) Avehicle protection product warrantor shall not make, permit, or cause 
any statement or practice that has the effect of creating or maintaining a 
fraud. 

(f) A vehicle protection product seller or warrantor may not require, as a 
condition of sale or financing, that a retail purchaser of a motor vehicle 
purchase a vehicle protection product that is not installed on the motor vehicle 
at the time of sale. 


History. 
Acts 2005, ch. 244, § 10. 
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56-55-110. Accounts, books, and records. 


(a) All vehicle protection product warrantors shall keep accurate accounts, 
books, and records concerning transactions regulated under this chapter. 

(b) A vehicle protection product warrantor’s accounts, books, and records 
shall include: 

(1) Copies of all vehicle protection product warranties; 

(2) The name and address of each warranty holder; and 

(3) The dates, amounts, and descriptions of all receipts, claims, and 
expenditures. 

(c) Avehicle protection product warrantor shall retain all required accounts, 
books, and records pertaining to each warranty holder for at least two (2) years 
after the specified period of coverage has expired. A warrantor discontinuing 
business in this state shall maintain the records until it furnishes the 
commissioner satisfactory proof that it has discharged all obligations to 
warranty holders in this state. 

(d) Vehicle protection product warrantors shall make all accounts, books, 
and records concerning transactions regulated under this chapter available to 
the commissioner for the purpose of examination. 


History. 
Acts 2005, ch. 244, § 11. 


56-55-111. Examination of accounts, books, and records for compli- 
ance — Costs and fees of examination — Enforcement — 
Violations — Hearings — Penalties. 


(a)(1) The commissioner may conduct examinations of warrantors, admin- 
istrators, or other persons to enforce this chapter, and to protect warranty 
holders in this state. Upon request of the commissioner, a warrantor shall 
make available to the commissioner all accounts, books, and records con- 
cerning vehicle protection products sold by the warrantor that are necessary 
to enable the commissioner to reasonably determine compliance or noncom- 
pliance with this chapter. 

(2) Any person or entity examined shall pay any and all appropriate and 
reasonable costs incurred by the commissioner during the examination, 
including, but not limited to, the compensation of experts, actuaries, 
examiners, or other persons that may be contracted for by the commissioner 
or the commissioner’s designated appointee for the purpose of assisting in 
the examination. The compensation shall be fixed at a reasonable amount, 
commensurate with usual compensation for like services, and shall be 
contracted for in accordance with applicable state contracting procedures, if 
applicable. 

(b) The commissioner may take action that is necessary or appropriate to 
enforce this chapter and the commissioner’s rules and orders, and to protect 
warranty holders in this state. If a person or entity violates this chapter and 
the commissioner reasonably believes the violation threatens to cause irrepa- 
rable loss or injury to the property or business of any person or company 
located in this state, the commissioner may: 
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(1) Issue an order directed to the warrantor to cease and desist from 
engaging in further acts, practices, or transactions that are causing the 
conduct; 

(2) Issue an order prohibiting the warrantor from selling, or offering for 
sale, vehicle protection products in violation of this chapter; 

(3) Issue an order imposing a civil penalty on the warrantor; or 

(4) Issue any combination of subdivisions (b)(1)-(3), as applicable. 

(c) At any hearing under this chapter, the Uniform Administrative Proce- 
dures Act, compiled in title 4, chapter 5, shall apply. 

(d) The commissioner may bring an action in any court of competent 
jurisdiction, for an injunction or other appropriate relief, to enjoin threatened 
or existing violations of this chapter, or of the commissioner’s orders or rules. 
An action filed under this section may also seek restitution on behalf of persons 
aggrieved by a violation of this chapter, or orders or rules of the commissioner. 

(e) Aperson or entity that is found to have violated this chapter or orders or 
rules of the commissioner may be ordered to pay to the commissioner a civil 
penalty in an amount determined by the commissioner, not to exceed five 
thousand dollars ($5,000) per violation. 


History. 
Acts 2005, ch. 244, § 12. 


56-55-112. Commissioner or secretary of state as attorney for service 
of process. 


(a) Any warrantor doing business in this state in accordance with this 
chapter shall be deemed to have appointed the commissioner its true and 
lawful attorney upon whom may be served all lawful process in any action or 
proceeding against it. 

(b) Any warrantor doing business in this state unauthorized by this chapter 
shall be deemed to have appointed the secretary of state to be its true and 
lawful attorney upon whom may be served all lawful process in any action or 
proceeding against it. 


History. 
Acts 2005, ch. 244, § 18. 


56-55-113. Rules and regulations. 


The commissioner may adopt administrative rules consistent with this 
chapter that are necessary to implement this chapter. The rules shall include 
disclosures for the benefit of the warranty holder, record keeping require- 
ments, registration fees, penalties, and procedures for public complaints. The 
rules shall also include the conditions under which surplus lines insurers may 
be rejected for the purpose of underwriting vehicle protection product war- 
ranty agreements. 


History. 
Acts 2005, ch. 244, § 14. 
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56-55-114. Application — Effective date. 


This chapter applies to all vehicle protection products sold or offered for sale 
on or after July 1, 2006. The failure of any person to comply with this chapter 
prior to July 1, 2006, shall not be admissible in any court proceeding, 
administrative proceeding, arbitration, or alternative dispute resolution pro- 
ceeding and may not otherwise be used to prove that the action of any person 
or the affected vehicle protection product was unlawful or otherwise improper. 


History. 
Acts 2005, ch. 244, § 15. 


56-55-115. Sale of warranties only authorized as part of vehicle pro- 
tection product. 


Nothing in this chapter shall authorize the sale of warranties, as defined in 
§ 56-55-102, except as part of a vehicle protection product. 


History. 
Acts 2005, ch. 244, § 16. 


CHAPTER 56 


PROFESSIONAL EMPLOYER ORGANIZATION BENEFIT 
AND WELFARE PLAN 


Section 
56-56-101. “Professional employer organization benefit and welfare plan” defined. 
56-56-102. Self-insured plans. 


56-56-101. “Professional employer organization benefit and welfare 
plan” defined. 


As used in this chapter, “professional employer organization benefit and 
welfare plan” means a plan offered to the covered employees of a professional 
employer organization registered pursuant to the Tennessee Professional 
Employer Organization Act, compiled in title 62, chapter 43, and as amended. 


History. (Acts 2005, ch. 4381, § 1), concerning staff leas- 
Acts 2012, ch. 1081, § 2. ing companies, was repealed and reenacted by 
Acts 2012, ch. 1081, §§ 1 and 2, effective May 


Compiler’s Notes. 


Former chapter 56, §§ 56-56-101, 56-56-1027: 2012. 


56-56-102. Self-insured plans. 


A professional employer organization may sponsor and maintain employee 
benefit and welfare plans in accordance with § 62-43-108(c), for the benefit of 
covered employees. The self-insured plans developed under this section are not 
subject to the premium taxes imposed by this title. The department may 
promulgate rules regulating self-insured plans under this section. 


History. Compiler’s Notes. 
Acts 2012, ch. 1081, § 2. Former chapter 56, §§ 56-56-101, 56-56-102 
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(Acts 2005, ch. 431, § 1), concerning staff leas- Acts 2012, ch. 1081, §§ 1 and 2, effective May 
ing companies, was repealed and reenacted by 21, 2012. 


Section 


56-57-101. 
56-57-102. 
56-57-103. 
56-57-104. 
56-57-105. 
56-57-106. 


CHAPTER 57 
VOLUNTEER RX 


Chapter definitions. 

Authority for a prescription drug discount plan known as “Volunteer Rx”. 
Certificate of registration required by operator of discount drug plan — Application. 
Information required to be provided members. 

Cancellation by members. 

Violations — Penalties. 


56-57-101. Chapter definitions. 


Cross-References. 


As used in this chapter, unless the context otherwise requires: 

(1) “Commissioner” means the commissioner of commerce and insurance; 

(2) “Department” means the department of commerce and insurance; 

(3) “Member” means any person who enrolls at no cost, or who pays fees, 
dues, charges or other consideration for the right to enroll to receive the 
purported benefits of a prescription drug discount plan; 

(4) “Operator” means any person that engages as principal in the business 
of offering, selling, marketing, advertising or otherwise distributing a 
prescription drug discount plan within this state. Operator does not include 
discount cards offered by a nonprofit association to its members as an 
incidental benefit to membership in the association; provided, that member- 
ship in the association entitles members to apply for insurance or other 
health benefits that are available only to members of the association; 

(5) “Person” means an individual, corporation, partnership, association, 
joint venture, joint stock company, trust, unincorporated organization, 
limited liability company, any similar entity, or any combination of these 
entities; 

(6) “Prescription drug” has the same meaning as the term is defined in 
§ 63-10-204; and 

(7) “Prescription drug discount plan” means any card or other purchasing 
mechanism or device, that is not insurance, that purports to offer discounts 
or access to discounts to any person for the retail purchase of prescription 
drugs from licensed pharmacies. A prescription drug discount plan does not 
include any drug discount card or drug benefit plan provided by a self- 
insured employer’s group health benefits plan, or any prescription drug 
discount plan offered by an insurer licensed under this title in conjunction 
with health insurance. 


History. Pharmaceutical connection program, § 71-5- 
Acts 2005, ch. 474, § 2. 501 et seq. 
Prescription drug programs, § 71-2-501 et 


Health care safety net for uninsured, § 71-5- ay 


148. 
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56-57-102. Authority for a prescription drug discount plan known as 
“Volunteer Rx”. 


(a) The department of health is authorized to develop and implement a 
prescription drug discount plan, which shall be known as “Volunteer Rx,” or, if 
the department of health deems appropriate, may contract for, pursuant to 
state purchasing laws, a prescription drug discount plan. The purpose of this 
section is to assist in providing, when possible, cost savings on medications for 
uninsured Tennesseans, or for insured Tennesseans whose insurance does not 
provide for prescription drug coverage on or after January 1, 2005. 

(b) Notwithstanding subsection (a), the department of health may, if fund- 
ing is made available through the general appropriations act, provide benefits 
through the prescription drug discount plan. The benefits would be limited by 
the funds specifically appropriated for that purpose. The department of health 
shall also have the authority to develop and implement prescription drug 
discount plans targeted for specific defined populations. The plans may also 
incorporate benefits; provided, that funds are specifically allocated for the 
benefits in the general appropriations act. 

(c) In developing the plans authorized by this section, the department of 
health may consider the use of different means to lower the overall cost to 
participants, including, but not limited to, the payment or waiver of any 
membership fees, as well as the use of cost-sharing arrangements and 
deductibles. 

(d) Nothing in the creation of a prescription drug discount program, 
pursuant to this section, shall be construed as creating any entitlement by any 
individuals or entities to any services or medications. 


History. 
Acts 2005, ch. 474, § 2. 


56-57-103. Certificate of registration required by operator of discount 
drug plan — Application. 


(a) An operator of a prescription drug discount plan must obtain a valid 
certificate of registration from the commissioner. The certificate shall be valid 
for one (1) year from the date of issuance. In order to receive a valid certificate 
of registration, the operator shall file an application on a form adopted by the 
commissioner, and provide or demonstrate to the commissioner each of the 
following: 

(1) The name and principal place of business of the operator; 

(2) A copy of the operator’s promotional materials that are distributed to 
prospective members; 

(3) Alist of drugs and drug classifications that make up the drug discount 
plan, or a notation that the plan is an open formulary; and 

(4) The name and address of the agent in this state for service of process. 

(b) Notwithstanding any law to the contrary, it shall be unlawful and a 
violation of this chapter for any operator, after August 1, 2005, to sell, market, 
promote, advertise or otherwise distribute a prescription drug discount plan in 
Tennessee without first complying with the registration provisions of this 
chapter, and complying with §§ 47-18-2701 and 47-18-2702. 


a 


<a. 
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History. 
Acts 2005, ch. 474, § 2. 


56-57-104. Information required to be provided members. 


(a) Each prescription drug discount card, or any materials distributed on 
behalf of any prescription drug discount plan covered under this chapter, shall 
expressly provide, in bold and reasonably prominent type, that the card or plan 
does not constitute health insurance. The card or distributed materials must 
also contain a toll-free number for customer service, and provide the operator’s 
corporate name and a website address, if applicable. 

(b) The operator must provide each prospective member, prior to becoming 
a member, with a complete description of the fees that a member of the plan 
could be assessed, including any upfront fees or membership fees associated 
with the plan, along with the estimated average savings typically associated 
with the plan’s general terms and conditions. 

(c) An operator must provide each member with: 

(1) A network directory of participating pharmacies, which shall be 
updated annually, or access to the information online or by a toll-free 
number; 

(2) Alist of the prescription drugs covered by the card or plan, which shall 
be updated annually, or access to the information online, by a toll-free 
number, or by way of a notation that the plan is an open formulary; and 

(3) A toll-free number for customer service. 


History. . 
Acts 2005, ch. 474, § 2. 


56-57-105. Cancellation by members. 


(a) Each member shall have the right to cancel membership in a plan within 
thirty (30) days of joining the plan, and shall have the right to have refunded 
any and all membership fees paid during that initial membership. 

(b) For prescription drug discount plans requiring a paid membership, after 
the initial thirty-day membership period, a member shall have the right to 
cancel membership, in accordance with the policies established by the opera- 
tor. Information concerning the cancellation policy of the operator must be 
provided to the member at the time of the initial membership and cannot be 
changed unless thirty-day written notice is provided to the member. 


History. 
Acts 2005, ch. 474, § 2. 


56-57-106. Violations — Penalties. 


After notice and hearing, the commissioner may levy an administrative 
penalty, in an amount up to ten thousand dollars ($10,000), for each violation 
of the registration provisions of this chapter. Each day of a continuing violation 
constitutes a separate violation for purposes of this chapter. 


History. 
Acts 2005, ch. 474, § 2. 
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CHAPTER 58 F 


INTERSTATE INSURANCE PRODUCT REGULATION 
COMPACT ACT OF 2007 


Section 
56-58-101. Short title. 
56-58-102. Text of compact. 


56-58-101. Short title. 


This chapter shall be known and may be cited as the “Interstate Insurance 
Product Regulation Compact Act of 2007.” 


History. Cross-References. 
Acts 2007, ch. 148, § 2. Tennessee Uniform Administrative Proce- 


GompilecsNats dures Act, title 4, chapter 5. 


The Interstate Insurance Product Regulation Section to Section References. 


Compact of 2007, created by this section, ter- This section is referred to in § 4-29-238. 
minates June 30, 2017. See §§ 4-29-112, 4-29- 
238. 


56-58-102. Text of compact. 


Pursuant to terms and conditions of this compact, Tennessee seeks to join 
with other states and establish the Interstate Insurance Product Regulation 
Compact, and thus become a member of the interstate insurance product 
regulation commission. The commissioner of commerce and insurance is 
designated to serve as the representative of this state to the commission. 
Therefore, the Interstate Insurance Product Regulation Compact is enacted 
and entered into with all other jurisdictions legally joining it in the form 
substantially as follows: 


Article I. Purposes. 


The purposes of this compact are, through means of joint and cooperative 
action among the compacting states: 

1. To promote and protect the interest of consumers of individual and 
group annuity, life insurance, disability income and long-term insurance 
products; } 

2. To develop uniform standards for insurance products covered under the 
compact; 

3. To establish a central clearinghouse to receive and provide prompt 
review of insurance products covered under the compact and, in certain 
cases, advertisements related thereto, submitted by insurers authorized to 
do business in one (1) or more compacting states; 

4. To give appropriate regulatory approval to those product filings and 
advertisements satisfying the applicable uniform standard; 

5. To improve coordination of regulatory resources and expertise between 
state insurance departments regarding the setting of uniform standards and 
review of insurance products covered under the compact; 

6. To create the interstate insurance product regulation commission; and 
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7. To perform these and such other related functions as may be consistent 
with the state regulation of the business of insurance. 


Article II. Definitions. 


For purposes of this compact: 

1. “Advertisement” means any material designed to create public interest 
in a product, or induce the public to purchase, increase, modify, reinstate, 
borrow on, surrender, replace or retain a policy, as more specifically defined 
in the rules and operating procedures of the commission; 

2. “Bylaws” mean those bylaws established by the commission for its 
governance, or for directing or controlling the commission’s actions or 
conduct; 

3. “Commission” means the interstate insurance product regulation 
commission established by this compact; 

4. “Commissioner” means the chief insurance regulatory official of a state, 
including, but not limited to, commissioner, superintendent, director or 
administrator; 

5. “Compacting state” means any state which has enacted this compact 
legislation and which has not withdrawn pursuant to Article XIV, Section 1, 
or been terminated pursuant to Article XIV, Section 2; 

6. “Domiciliary state” means the state in which an insurer is incorporated 
or organized; or, in the case of an alien insurer, its state of entry; 

7. “Insurer”. means any entity licensed by a state to issue contracts of 
insurance for any of the lines of insurance covered by this compact; 

8. “Member” means the person chosen by a compacting state as its 
representative to the commission, or the member’s designee; 

9. “Non-compacting state” means any state which is not at the time a 
compacting state; 

10. “Operating procedures” mean procedures promulgated by the 
commission implementing a rule, uniform standard or a provision of this 
compact; 

11. “Product” means the form of a policy or contract, including any 
application, endorsement, or related form which is attached to and made a 
part of the policy or contract, and any evidence of coverage or certificate, for 
an individual or group annuity, life insurance, disability income or long-term 
care insurance product that an Insurer is authorized to issue; 

12. “Rule” means a statement of general or particular applicability and 
future effect promulgated by the commission, including a uniform standard 
developed pursuant to Article VII of this compact, designed to implement, 
interpret, or prescribe law or policy or describing the organization, 
procedure, or practice requirements of the commission, which shall have the 
force and effect of law in the compacting states; 

13. “State” means any state, district or territory of the United States of 
America; 

14. “Third-party filer” means an entity that submits a product filing to the 
commission on behalf of an insurer; and 

15. “Uniform standard” means a standard adopted by the commission for 
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a product line, pursuant to Article VII of this compact, and shall include all 
of the product requirements in aggregate; provided, that each uniform 
standard shall be construed, whether express or implied, to prohibit the use 
of any inconsistent, misleading or ambiguous provisions in a product and the 
form of the product made available to the public shall not be unfair, 
inequitable or against public policy as determined by the commission. 


Article III. Establishment of the Commission and Venue. 


1. The compacting states hereby create and establish a joint public agency 
known as the interstate insurance product regulation commission. Pursuant to 
Article IV, the commission will have the power to develop uniform standards 
for product lines, receive and provide prompt review of products filed 
therewith, and give approval to those product filings satisfying applicable 
uniform standards; provided, it is not intended for the commission to be the 
exclusive entity for receipt and review of insurance product filings. Nothing 
herein shall prohibit any insurer from filing its product in any state wherein 
the insurer is licensed to conduct the business of insurance; and any such filing 
shall be subject to the laws of the state where filed. 

2. The commission is a body corporate and politic, and an instrumentality of 
the compacting states. 

3. The commission is solely responsible for its liabilities except as otherwise 
specifically provided in this compact. 

4, Venue is proper and judicial proceedings by or against the commission 
shall be brought solely and exclusively in a court of competent jurisdiction 
where the principal office of the commission is located. 


Article IV. Powers of the Commission. 


The commission shall have the following powers: 

1. To promulgate rules, pursuant to Article VII of this Compact, which 
shall have the force and effect of law and shall be binding in the compacting 
states to the extent and in the manner provided in this compact; 

2. To exercise its rule-making authority and establish reasonable uniform 
standards for products covered under the compact, and advertisement 
related thereto, which shall have the force and effect of law and shall be 
binding in the compacting states, but only for those products filed with the 
commission, provided, that a compacting state shall have the right to opt out 
of such uniform standard pursuant to Article VII, to the extent and in the 
manner provided in this compact, and, provided further, that any uniform 
standard established by the commission for long-term care insurance 
products may provide the same or greater protections for consumers as, but 
shall not provide less than, those protections set forth in the National 
Association of Insurance Commissioners’ Long-Term Care Insurance Model 
Act and Long-Term Care Insurance Model Regulation, respectively, adopted 
as of 2001. The commission shall consider whether any subsequent 
amendments to the NAIC Long-Term Care Insurance Model Act or Long- 
Term Care Insurance Model Regulation adopted by the NAIC require 
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amending of the uniform standards established by the commission for 
long-term care insurance products; 

3. To receive and review in an expeditious manner products filed with the 
commission, and rate filings for disability income and long-term care 
insurance products, and give approval of those products and rate filings that 
satisfy the applicable uniform standard, where such approval shall have the 
force and effect of law and be binding on the compacting states to the extent 
and in the manner provided in this compact; 

4. To receive and review in an expeditious manner advertisement relating 
to long-term care insurance products for which uniform standards have been 
adopted by the commission, and give approval to all advertisement that 
satisfies the applicable uniform standard. For any product covered under 
this compact, other than long-term care insurance products, the commission 
shall have the authority to require an insurer to submit all or any part of its 
advertisement with respect to that product for review or approval prior to 
use, if the commission determines that the nature of the product is such that 
an advertisement of the product could have the capacity or tendency to 
mislead the public. The actions of the commission as provided in this section 
shall have the force and effect of law and shall be binding in the compacting 
states to the extent and in the manner provided in the compact; 

5. To exercise its rule-making authority and designate products and 
advertisement that may be subject to a self-certification process without the 
need for prior approval by the commission; 

6. To promulgate operating procedures, pursuant to Article VII of this 
compact, which shall be binding in the compacting states to the extent and 
in the manner provided in this compact; 

7. To bring and prosecute legal proceedings or actions in its name as the 
commission; provided, that the standing of any state insurance department 
to sue or be sued under applicable law shall not be affected; 

8. To issue subpoenas requiring the attendance and testimony of 
witnesses and the production of evidence; 

9. To establish and maintain offices; 

10. To purchase and maintain insurance and bonds; 

11. To borrow, accept or contract for services of personnel, including, but 
not limited to, employees of a compacting state; 

12. To hire employees, professionals or specialists, and elect or appoint 
officers, and to fix their compensation, define their duties and give them 
appropriate authority to carry out the purposes of this compact, and 
determine their qualifications; and to establish the commission’s personnel 
policies and programs relating to, among other things, conflicts of interest, 
rates of compensation and qualifications of personnel; 

13. To accept any and all appropriate donations and grants of money, 
equipment, supplies, materials and services, and to receive, utilize and 
dispose of the same; provided that at all times the commission shall strive to 
avoid any appearance of impropriety; 

14. To lease, purchase, accept appropriate gifts or donations of, or 
otherwise to own, hold, improve or use, any property, real, personal or mixed; 
provided that at all times the commission shall strive to avoid any 
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appearance of impropriety; ; 

15. To sell, convey, mortgage, pledge, lease, exchange, abandon or 
otherwise dispose of any property, real, personal or mixed; 

16. To remit filing fees to compacting states as may be set forth in the 
bylaws, rules or operating procedures; 

17. To enforce compliance by compacting states with rules, uniform 
standards, operating procedures and bylaws; 

18. To provide for dispute resolution among compacting states; 

19. To advise compacting states on issues relating to insurers domiciled or 
doing business in non-compacting states, consistent with the purposes of 
this compact; 

20. To provide advice and training to those personnel in state insurance 
departments responsible for product review, and to be a resource for state 
insurance departments; 

21. To establish a budget and make expenditures; 

22. To borrow money; 

23. To appoint committees, including advisory committees comprising 
members, state insurance regulators, state legislators or their 
representatives, insurance industry and consumer representatives, and 
such other interested persons as may be designated in the bylaws; 

24. To provide and receive information from, and to cooperate with law 
enforcement agencies; 

25. To adopt and use a corporate seal; and 

26. To perform such other functions as may be necessary or appropriate to 
achieve the purposes of this compact consistent with the state regulation of 
the business of insurance. 


Article V. Organization of the Commission. 


1. Membership, voting and bylaws. 

a. Each compacting state shall have and be limited to one (1) member. 
Each member shall be qualified to serve in that capacity pursuant to 
applicable law of the compacting state. Any member may be removed or 
suspended from office as provided by the law of the state from which the 
member shall be appointed. Any vacancy occurring in the commission shall 
be filled in accordance with the laws of the compacting state wherein the 
vacancy exists. Nothing herein shall be construed to affect the manner in 
which a compacting state determines the election or appointment and 
qualification of its own commissioner. 

b. Each member shall be entitled to one (1) vote and shall have an 
opportunity to participate in the governance of the commission in accordance 
with the bylaws. Notwithstanding any provision herein to the contrary, no 
action of the commission with respect to the promulgation of a uniform 
standard shall be effective unless two thirds (2) of the members vote in 
favor thereof. 

c. The commission shall, by a majority of the members, prescribe bylaws 
to govern its conduct as may be necessary or appropriate to carry out the 
purposes, and exercise the powers, of the compact, including, but not limited 
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to: 

i. Establishing the fiscal year of the commission; 

ii. Providing reasonable procedures for appointing and electing 
members, as well as holding meetings, of the management committee; 

ili. Providing reasonable standards and procedures: 

(i) For the establishment and meetings of other committees; and 
(ii) Governing any general or specific delegation of any authority or 
function of the commission; 

iv. Providing reasonable procedures for calling and conducting 
meetings of the commission that consist of a majority of commission 
members, ensuring reasonable advance notice of each such meeting, and 
providing for the right of citizens to attend each such meeting with 
enumerated exceptions designed to protect the public’s interest, the 
privacy of individuals, and insurers’ proprietary information, including 
trade secrets. The commission may meet in camera only after a majority 
of the entire membership votes to close a meeting en toto or in part. As 
soon as practicable, the commission must make public: 

(i) A copy of the vote to close the meeting revealing the vote of each 
member with no proxy votes allowed; and 
(ii) Votes taken during such meeting; 

v. Establishing the titles, duties and authority and reasonable 
procedures for the election of the officers of the commission; 

vi. Providing reasonable standards and _ procedures for’ the 
establishment of the personnel policies and programs of the commission. 
Notwithstanding any civil service or other similar laws of any compacting 
state, the bylaws shall exclusively govern the personnel policies and 
programs of the commission; 

vii. Promulgating a code of ethics to address permissible and prohibited 
activities of commission members and employees; and 

viii. Providing a mechanism for winding up the operations of the 
commission and the equitable disposition of any surplus funds that may 
exist after the termination of this compact after the payment and/or 
reserving of all of its debts and obligations. 

d. The commission shall publish its bylaws in a convenient form and file 
a copy thereof and a copy of any amendment thereto, with the appropriate 
agency or officer in each of the compacting states. 
2. Management Committee, Officers and Personnel. 

a. A management committee comprising no more than fourteen (14) 
members shall be established as follows: 

i. One (1) member from each of the six (6) compacting states with the 
largest premium volume for individual and group annuities, life, disability 
income and long-term care insurance products, determined from the 
records of the NAIC for the prior year; 

ii. Four (4) members from those compacting states with at least two 
percent (2%) of the market based on the premium volume described above, 
other than the six (6) compacting states with the largest premium volume, 
selected on a rotating basis as provided in the bylaws; and 

iii. Four (4) members from those compacting states with less than two 
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percent (2%) of the market, based on the premium volume described 

above, with one (1) selected from each of the four (4) zone regions of the 

NAIC as provided in the bylaws. 

b. The management committee shall have such authority and duties as 
may be set forth in the bylaws, including, but not limited to: 

i. Managing the affairs of the commission in a manner consistent with 
the bylaws and purposes of the commission; 

ii. Establishing and overseeing an organizational structure within, and 
appropriate procedures for, the commission to provide for the creation of 
uniform standards and other rules, receipt and review of product filings, 
administrative and technical support functions, review of decisions 
regarding the disapproval of a product filing, and the review of elections 
made by a compacting state to opt out of a uniform standard; provided that 
a uniform standard shall not be submitted to the compacting states for 
adoption unless approved by two thirds (%) of the members of the 
management committee; 

ili. Overseeing the offices of the commission; and 

iv. Planning, implementing, and coordinating communications and 
activities with other state, federal and local government organizations in 
order to advance the goals of the commission. 

c. The commission shall elect annually officers from the management 
committee, with each having such authority and duties, as may be specified 
in the bylaws. 

d. The management committee may, subject to the approval of the 
commission, appoint or retain an executive director for such period, upon 
such terms and conditions and for such compensation as the commission 
may deem appropriate. The executive director shall serve as secretary to the 
commission, but shall not be a member of the commission. The executive 
director shall hire and supervise such other staff as may be authorized by 
the commission. 

3. Legislative and Advisory Committees. 

a. A legislative committee comprising state legislators or their designees 
shall be established to monitor the operations of, and make 
recommendations to, the commission, including the management 
committee; provided that the manner of selection and term of any legislative 
committee member shall be as set forth in the bylaws. Prior to the adoption 
by the commission of any uniform standard, revision to the bylaws, annual 
budget or other significant matter as may be provided in the bylaws, the 
management committee shall consult with and report to the legislative 
committee. 

b. The commission shall establish two (2) advisory committees, one of 
which shall comprise consumer representatives independent of the 
insurance industry, and the other comprising insurance industry 
representatives. 

c. The commission may establish additional advisory committees as its 
bylaws may provide for the carrying out of its functions. 

4. Corporate Records of the Commission. 
The commission shall maintain its corporate books and records in 
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accordance with the bylaws. 
5. Qualified Immunity, Defense and Indemnification. 

a. The members, officers, executive director, employees and 
representatives of the commission shall be immune from suit and liability, 
either personally or in their official capacity, for any claim for damage to or 
loss of property or personal injury or other civil liability caused by or arising 
out of any actual or alleged act, error or omission that occurred, or that the 
person against whom the claim is made had a reasonable basis for believing 
occurred within the scope of commission employment, duties or 
responsibilities; provided, that nothing in this paragraph shall be construed 
to protect any such person from suit and/or liability for any damage, loss, 
injury or liability caused by the intentional or willful and wanton misconduct 
of that person. 

b. The commission shall defend any member, officer, executive director, 
employee or representative of the commission in any civil action seeking to 
impose liability arising out of any actual or alleged act, error or omission 
that occurred within the scope of commission employment, duties or 
responsibilities, or that the person against whom the claim is made had a 
reasonable basis for believing occurred within the scope of commission 
employment, duties or responsibilities; provided, that nothing herein shall 
be construed to prohibit that person from retaining his or her own counsel; 
and provided further, that the actual or alleged act, error or omission did not 
result from that person’s intentional or willful and wanton misconduct. 

c. The commission shall indemnify and hold harmless any member, 
officer, executive director, employee or representative of the commission for 
the amount of any settlement or judgment obtained against that person 
arising out of any actual or alleged act, error or omission that occurred 
within the scope of commission employment, duties or responsibilities, or 
that such person had a reasonable basis for believing occurred within the 
scope of commission employment, duties or responsibilities; provided, that 
the actual or alleged act, error or omission did not result from the intentional 
or willful and wanton misconduct of that person. 


Article VI. Meetings and Acts of the Commission. 


1. The commission shall meet and take such actions as are consistent with 
the provisions of this compact and the bylaws. 

2. Each member of the commission shall have the right and power to cast a 
vote to which that compacting state is entitled and to participate in the 
business and affairs of the commission. A member shall vote in person or by 
such other means as provided in the bylaws. The bylaws may provide for 
members’ participation in meetings by telephone or other means of 
communication. 

3. The commission shall meet at least once during each calendar year. 
Additional meetings shall be held as set forth in the bylaws. 


Article VII. Rules Operating Procedures. 


1. Rulemaking Authority. The commission shall promulgate reasonable 
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rules, including uniform standards, and operating procedures in order to 
effectively and efficiently achieve the purposes of ‘this compact. 
Notwithstanding the foregoing, in the event the commission exercises its 
rulemaking authority in a manner that is beyond the scope of the purposes of 
this compact, or the powers granted hereunder, then such an action by the 
commission shall be invalid and have no force and effect. 

2. Rulemaking Procedure. Rules and operating procedures shall be made 
pursuant to a rulemaking process that conforms to the Model State 
Administrative Procedure Act of 1981 as amended, as may be appropriate to 
the operations of the commission. Before the commission adopts a uniform 
standard, the commission shall give written notice to the relevant state 
legislative committee(s) in each compacting state responsible for insurance 
issues of its intention to adopt the uniform standard. The commission in 
adopting a uniform standard shall consider fully all submitted materials and 
issue a concise explanation of its decision. 

3. Effective Date and Opt Out of a Uniform Standard. A uniform standard 
shall become effective ninety (90) days after its promulgation by the 
commission or such later date as the commission may determine; provided, 
however, that a compacting state may opt out of a uniform standard as 
provided in this article. “Opt out” shall be defined as any action by a 
compacting state to decline to adopt or participate in a promulgated uniform 
standard. All other rules and operating procedures, and amendments thereto, 
shall become effective as of the date specified in each rule, operating procedure 
or amendment. 

4, Opt Out Procedure. A compacting state may opt out of a uniform 
standard, either by legislation or regulation duly promulgated by the 
insurance department under the compacting state’s administrative procedure 
act. If a compacting state elects to opt out of a uniform standard by regulation, 
it must: 

(a) Give written notice to the commission no later than ten (10) business 
days after the uniform standard is promulgated, or at the time the state 
becomes a compacting state; and 

(b) Find that the uniform standard does not provide reasonable 
protections to the citizens of the state, given the conditions in the state. The 
commissioner shall make specific findings of fact and conclusions of law, 
based on a preponderance of the evidence, detailing the conditions in the 
state which warrant a departure from the uniform standard and 
determining that the uniform standard would not reasonably protect the 
citizens of the state. The commissioner must consider and balance the 
following factors and find that the conditions in the state and needs of the 
citizens of the state outweigh: 

(i) The intent of the legislature to participate in, and the benefits of, an 
interstate agreement to establish national uniform consumer protections 
for the products subject to this compact; and 

(ii) The presumption that a uniform standard adopted by the 
commission provides reasonable protections to consumers of the relevant 
product. 

Notwithstanding the foregoing, a compacting state may, at the time of its 
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enactment of this compact, prospectively opt out of all uniform standards 
involving long-term care insurance products by expressly providing for such 
opt out in the enacted compact, and such an opt out shall not be treated as a 
material variance in the offer or acceptance of any state to participate in this 
compact. Such an opt out shall be effective at the time of enactment of this 
compact by the compacting state and shall apply to all existing uniform 
standards involving long-term care insurance products and those subsequently 
promulgated. 

5. Effect of Opt Out. If a compacting state elects to opt out of a uniform 
standard, the uniform standard shall remain applicable in the compacting 
state electing to opt out until such time the opt out legislation is enacted into 
law or the regulation opting out becomes effective. 

Once the opt out of a uniform standard by a compacting state becomes 
effective as provided under the laws of that state, the uniform standard shall 
have no further force and effect in that state unless and until the legislation or 
regulation implementing the opt out is repealed or otherwise becomes 
ineffective under the laws of the state. If a compacting state opts out of a 
uniform standard after the uniform standard has been made effective in that 
state, the opt out shall have the same prospective effect as provided under 
Article XIV for withdrawals. 

6. Stay of Uniform Standard. If a compacting state has formally initiated 
the process of opting out of a uniform standard by regulation, and while the 
regulatory opt out is pending, the compacting state may petition the 
commission, at least fifteen (15) days before the effective date of the uniform 
standard, to stay the effectiveness of the uniform standard in that state. The 
commission may grant a stay if it determines the regulatory opt out is being 
pursued in a reasonable manner and there is a likelihood of success. If a stay 
is granted or extended by the commission, the stay or extension thereof may 
postpone the effective date by up to ninety (90) days, unless affirmatively 
extended by the commission; provided, a stay may not be permitted to remain 
in effect for more than one (1) year unless the compacting state can show 
extraordinary circumstances which warrant a continuance of the stay, 
including, but not limited to, the existence of a legal challenge which prevents 
the compacting state from opting out. A stay may be terminated by the 
commission upon notice that the rulemaking process has been terminated. 

7. Not later than thirty (80) days after a rule or operating procedure is 
promulgated, any person may file a petition for judicial review of the rule or 
operating procedure; provided, that the filing of such a petition shall not stay 
or otherwise prevent the rule or operating procedure from becoming effective 
unless the court finds that the petitioner has a substantial likelihood of 
success. The court shall give deference to the actions of the commission 
consistent with applicable law and shall not find the rule or operating 
procedure to be unlawful if the rule or operating procedure represents a 
reasonable exercise of the commission’s authority. 


Article VIII. Commission Records and Enforcement. 


1. The commission shall promulgate rules establishing conditions and 
procedures for public inspection and copying of its information and official 
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records, except such information and records involving the privacy of 
individuals and insurers’ trade secrets. The commission may promulgate 
additional rules under which it may make available to federal and state 
agencies, including law enforcement agencies, records and information 
otherwise exempt from disclosure, and may enter into agreements with such 
agencies to receive or exchange information or records subject to nondisclosure 
and confidentiality provisions. 

2. Except as to privileged records, data and information, the laws of any 
compacting state pertaining to confidentiality or nondisclosure shall not 
relieve any compacting state commissioner of the duty to disclose any relevant 
records, data or information to the commission; provided, that disclosure to the 
commission shall not be deemed to waive or otherwise affect any 
confidentiality requirement; and further provided, that, except as otherwise 
expressly provided in this compact, the commission shall not be subject to the 
compacting state’s laws pertaining to confidentiality and nondisclosure with 
respect to records, data and information in its possession. Confidential 
information of the commission shall remain confidential after such information 
is proved to any commissioner. 

3. The commission shall monitor compacting states for compliance with 
duly adopted bylaws, rules, including uniform standards, and operating 
procedures. The commission shall notify any non-complying compacting state 
in writing of its noncompliance with commission bylaws, rules or operating 
procedures. If a non-complying compacting state fails to remedy its 
noncompliance within the time specified in the notice of noncompliance, the 
compacting state shall be deemed to be in default as set forth in Article XIV. 

4. The commissioner of any state in which an insurer is authorized to do 
business, or is conducting the business of insurance, shall continue to exercise 
the commissioner’s authority to oversee the market regulation of the activities 
of the insurer in accordance with the provisions of the-state’s law. The 
commissioner’s enforcement of compliance with this compact is governed by 
the following provisions: 

a. With respect to the commissioner’s market regulation of a product or 
advertisement that is approved or certified to the commission, the content of 
the product or advertisement shall not constitute a violation of the 
provisions, standards or requirements of this compact except upon a final 
order of the commission, issued at the request of a commissioner after prior 
notice to the insurer and an opportunity for hearing before the commission. 

b. Before a commissioner may bring an action for violation of any 
provision, standard or requirement of this compact relating to the content of 
an advertisement not approved or certified to the commission, the 
commission, or an authorized commission officer or employee, must 
authorize the action. However, authorization pursuant to this paragraph 
does not require notice to the insurer, opportunity for hearing or disclosure 
of requests for authorization or records of the commission’s action on such 
requests. 


Article IX. Dispute Resolution. 


The commission shall attempt, upon the request of a member, to resolve any 














681 INTERSTATE INSURANCE PRODUCT REGULATION COMPACT 56-58-102 


disputes or other issues that are subject to this compact and which may arise 
between two (2) or more compacting states, or between compacting states and 
non-compacting states, and the commission shall promulgate an operating 
procedure providing for resolution of such disputes. 


Article X. Product Filing and Approval. 


1. Insurers and third-party filers seeking to have a product approved by the 
commission shall file the product with, and pay applicable filing fees to, the 
commission. Nothing in this compact shall be construed to restrict or otherwise 
prevent an insurer from filing its product with the insurance department in 
any state wherein the insurer is licensed to conduct the business of insurance, 
and such filing shall be subject to the laws of the states where filed. 

2. The commission shall establish appropriate filing and review processes 
and procedures pursuant to commission rules and operating procedures. 
Notwithstanding any provision herein to the contrary, the commission shall 
promulgate rules to establish conditions and procedures under which the 
commission will provide public access to product filing information. In 
establishing such rules, the commission shall consider the interests of the 
public in having access to such information, as well as protection of personal 
medical and financial information and trade secrets, that may be contained in 
a product filing or supporting information. 

3. Any product approved by the commission may be sold or otherwise issued 
in those compacting states for which the insurer is legally authorized to do 
business. 


Article XI. Review of Commission Decisions Regarding Filings. 


1. Not later than thirty (30) days after the commission has given notice of a 
disapproved product or advertisement filed with the commission, the insurer 
or third-party filer whose filing was disapproved may appeal the determination 
to a review panel appointed by the commission. The commission shall 
promulgate rules to establish procedures for appointing such review panels 
and provide for notice and hearing. An allegation that the commission, in 
disapproving a product or advertisement filed with the commission, acted 
arbitrarily, capriciously, or in a manner that is an abuse of discretion or 
otherwise not in accordance with the law, is subject to judicial review in 
accordance with Article III, Section 4. 

2. The commission shall have authority to monitor, review and reconsider 
products and advertisement subsequent to their filing or approval upon a 
finding that the product does not meet the relevant uniform standard. Where 
appropriate, the commission may withdraw or modify its approval after proper 
notice and hearing, subject to the appeal process in Section 1 above. 


Article XII. Finance. 


1. The commission shall pay or provide for the payment of the reasonable 
expenses of its establishment and organization. To fund the cost of its initial 
operations, the commission may accept contributions and other forms of 
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funding from the National Association of Insurance Commissioners, 
compacting states and other sources. Contributions and other forms of funding 
from other sources shall be of such a nature that the independence of the 
commission concerning the performance of its duties shall not be compromised. 

2. The commission shall collect a filing fee from each insurer and third-party 
filer filing a product with the commission to cover the cost of the operations and 
activities of the commission and its staff in a total amount sufficient to cover 
the commission’s annual budget. 

3. The commission’s budget for a fiscal year shall not be approved until it 
has been subject to notice and comment as set forth in Article VII of this 
compact. 

4. The commission shall be exempt from all taxation in and by the 
compacting states. 

5. The commission shall not pledge the credit of any compacting state, 
except by and with the appropriate legal authority of that compacting state. 

6. The commission shall keep complete and accurate accounts of all its 
internal receipts, including grants and donations, and disbursements of all 
funds under its control. The internal financial accounts of the commission shall 
be subject to the accounting procedures established under its bylaws. The 
financial accounts and reports including the system of internal controls and 
procedures of the commission shall be audited annually by an independent 
certified public accountant. Upon the determination of the commission, but no 
less frequently than every three (3) years, the review of the independent 
auditor shall include a management and performance audit of the commission. 
The commission shall make an annual report to the governor and legislature 
of the compacting states, which shall include a report of the independent audit. 
The commission’s internal accounts shall not be confidential and such 
materials may be shared with the commissioner of any compacting state upon 
request; provided, however, that any work papers related to any internal or 
independent audit and any information regarding the privacy of individuals’ 
and insurers’ proprietary information, including trade secrets, shall remain 
confidential. 

7. No compacting state shall have any claim to or ownership of any property 
held by or vested in the commission or to any commission funds held pursuant 
to the provisions of this compact. 


Article XIII. Compacting States, Effective Date and Amendment. 


1. Any state is eligible to become a compacting state. 

2. The compact shall become effective and binding upon legislative 
enactment of the compact into law by two (2) compacting states; provided, that 
the commission shall become effective for purposes of adopting uniform 
standards for, reviewing, and giving approval or disapproval of, products filed 
with the commission that satisfy applicable uniform standards only after 
twenty-six (26) states are compacting states or, alternatively, by states 
representing greater than forty percent (40%) of the premium volume for life 
insurance, annuity, disability income and long-term care insurance products, 
based on records of the NAIC for the prior year. Thereafter, it shall become 
effective and binding as to any other compacting state upon enactment of the 
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compact into law by that state. 

3. Amendments to the compact may be proposed by the commission for 
enactment by the compacting states. No amendment shall become effective 
and binding upon the commission and the compacting states unless and until 
all compacting states enact the amendment into law. 


Article XIV. Withdrawal, Default and Termination. 


1. Withdrawal. 

a. Once effective, the compact shall continue in force and remain binding 
upon each and every compacting state; provided, that a compacting state 
may withdraw from the compact (“withdrawing state”) by enacting a statute 
specifically repealing the statute which enacted the compact into law. 

b. The effective date of withdrawal is the effective date of the repealing 
statute. However, the withdrawal shall not apply to any product filings 
approved or self-certified, or any advertisement of such products, on the date 
the repealing statute becomes effective, except by mutual agreement of the 
commission and the withdrawing state unless the approval is rescinded by 
the withdrawing state as provided in subsection e of this section. 

c. The commissioner of the withdrawing state shall immediately notify 
the management committee in writing upon the introduction of legislation 
repealing this compact in the withdrawing state. 

d. The commission shall notify the other compacting states of the 
introduction of such legislation within ten (10) days after its receipt of notice 
thereof. 

e. The withdrawing state is responsible for all obligations, duties and 
habilities incurred through the effective date of withdrawal, including any 
obligations, the performance of which extend beyond the effective date of 
withdrawal, except to the extent those obligations may have been released or 
relinquished by mutual agreement of the commission and the withdrawing 
state. The commission’s approval of products and advertisement prior to the 
effective date of withdrawal shall continue to be effective and be given full 
force and effect in the withdrawing state, unless formally rescinded by the 
withdrawing state in the same manner as provided by the laws of the 
withdrawing state for the prospective disapproval of products or 
advertisement previously approved under state law. 

f. Reinstatement following withdrawal of any compacting state shall 
occur upon the effective date of the withdrawing state reenacting the 
compact. 

2. Default. 

a. If the commission determines that any compacting state has at any 
time defaulted (“defaulting state”) in the performance of any of its 
obligations or responsibilities under this compact, the bylaws or duly 
promulgated rules or operating procedures, then, after notice and hearing as 
set forth in the bylaws, all rights, privileges and benefits conferred by this 
compact on the defaulting state shall be suspended from the effective date of 
default as fixed by the commission. The grounds for default include, but are 
not limited to, failure of a compacting state to perform its obligations or 
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responsibilities, and any other grounds designated in commission rules. The 
commission shall immediately notify the defaulting state in writing of the 
defaulting state’s suspension pending a cure of the default. The commission 
shall stipulate the conditions and the time period within which the 
defaulting state must cure its default. If the defaulting state fails to cure the 
default within the time period specified by the commission, the defaulting 
state shall be terminated from the compact and all rights, privileges and 
benefits conferred by this compact shall be terminated from the effective 
date of termination. 

b. Product approvals by the commission or product self-certifications, or 
any advertisement in connection with such product, that are in force on the 
effective date of termination shall remain in force in the defaulting state in 
the same manner as if the defaulting state had withdrawn voluntarily 
pursuant to paragraph 1 of this article. 

c. Reinstatement following termination of any compacting state requires 
a reenactment of the compact. 

3. Dissolution of Compact. 

a. The compact dissolves effective upon the date of the withdrawal or 
default of the compacting state which reduces membership in the compact to 
one (1) compacting state. 

b. Upon the dissolution of this compact, the compact becomes null and 
void and shall be of no further force or effect, and the business and affairs of 
the commission shall be wound up and any surplus funds shall be 
distributed in accordance with the bylaws. 


Article XV. Severability and Construction. 


1. The provisions of this compact shall be severable; and if any phrase, 
clause, sentence or provision is deemed unenforceable, the remaining 
provisions of the compact shall be enforceable. 

2. The provisions of this compact shall be liberally construed to effectuate 
its purposes. 


Article XVI. Binding Effect of Compact and Other Laws. 


1. Other Laws. 

a. Nothing herein prevents the enforcement of any other law of a 
compacting state, except as provided in paragraph b of this section. 

b. For any product approved or certified to the commission, the rules, 
uniform standards and any other requirements of the commission shall 
constitute the exclusive provisions applicable to the content, approval and 
certification of such products. For advertisement that is subject to the 
commission’s authority, any rule, uniform standard or other requirement of 
the commission which governs the content of the advertisement shall 
constitute the exclusive provision that a commissioner may apply to the 
content of the advertisement. Notwithstanding the foregoing, no action 
taken by the commission shall abrogate or restrict: 

i. The access of any person to state courts; 
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ii. Remedies available under state law related to breach of contract, 
tort, or other laws not specifically directed to the content of the product; 
iii. State law relating to the construction of insurance contracts; or 

iv. The authority of the attorney general of the state, including, but not 
limited to, maintaining any actions or proceedings, as authorized by law. 

c. All insurance products filed with individual states shall be subject to 
the laws of those states. 

2. Binding Effect of this Compact. 

a. All lawful actions of the commission, including all rules and operating 
procedures promulgated by the commission, are binding upon the 
compacting states. 

b. All agreements between the commission and the compacting states are 
binding in accordance with their terms. 

c. Upon the request of a party to a conflict over the meaning or 
interpretation of commission actions, and upon a majority vote of the 
compacting states, the commission may issue advisory opinions regarding 
the meaning or interpretation in dispute. 

d. In the event any provision of this compact exceeds the constitutional 
limits imposed on the legislature of any compacting state, the obligations, 
duties, powers or jurisdiction sought to be conferred by that provision upon 
the commission shall be ineffective as to that compacting state, and those 
obligations, duties, powers or jurisdiction shall remain in the compacting 
state and shall be exercised by the agency thereof to which those obligations, 
duties, powers or jurisdiction are delegated by law in effect at the time this 
compact becomes effective. 


History. Cross-References. 
Acts 2007, ch. 148, § 3. Confidentiality of public records, § 10-7-504. 
CHAPTER 59 
GUARANTEED ASSET PROTECTION WAIVER ACT OF 
2008 
Section 


56-59-101. Short title — Purpose — Applicability. 

56-59-102. Chapter definitions. 

56-59-103. GAP waiver — Insurance policy. 

56-59-104. Coverage under contractual liability or other insurance policy — Cancellation. 

56-59-105. Disclosure of guaranteed asset protection waiver. 

56-59-106. Cancellation or termination of GAP waiver or finance agreement — Free look period. 

56-59-107. Lease or sale associated with a commercial transaction — Applicability of specified 
sections. 

56-59-108. Powers and duties of commissioner — Violations and penalties. 

56-59-109. Insurance laws — Exemptions. 


56-59-101. Short title — Purpose — Applicability. 


(a) This chapter shall be known and may be cited as the “Guaranteed Asset 
Protection Waiver Act of 2008.” 

(b) The purpose of this chapter is to provide a framework within which 
guaranteed asset protection (GAP) waivers are defined and may be offered 
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within the state. GAP waivers governed under this chapter are not insurance 
and are exempt from the insurance laws of this state. Persons marketing, 
soliciting, negotiating, selling or offering to sell GAP waivers to borrowers that 
comply with this chapter are exempt from this state’s insurance licensing 
requirements. This chapter does not apply to an insurance policy offered by an 
insurer under the insurance laws of this state or a debt cancellation or debt 
suspension contract being offered in compliance in 12 CFR Part 37 or 12 CFR 
Part 721 or other state or federal law, including § 45-2-601. 


History. are necessary to implement the provisions of 

Acts 2008, ch. 1055, § 2. this act. The rules and regulations shall be 
adopted in accordance with the Uniform Ad- 
ministrative Procedures Act, compiled in title 4, 
chapter 5. 


Compiler’s Notes. 

Acts 2008, ch. 1055, § 11 provided that the 
commissioner may adopt administrative rules 
and regulations consistent with this chapter as 


56-59-102. Chapter definitions. 


The following definitions are for purposes of this chapter and are not 
intended to provide actual terms required in GAP waivers: 

(1) “Administrator” means a person, other than an insurer or creditor, 
that performs administrative or operational functions pursuant to the GAP 
waiver program; 

(2) “Borrower” means a debtor, retail buyer or lessee under a finance 
agreement; 

(3) “Commissioner” means the commissioner of commerce and insurance; 

(4) “Creditor” means: 

(A) The lender in a loan or credit transaction; 

(B) The lessor in a lease transaction; 

(C) Any motor vehicle dealer as defined in § 55-17-102; 

(D) The seller in commercial retail installment transactions; or 

(E) The assignees of any of subdivisions (4)(A)-(D) to Nhe the credit 
obligation is payable; 

(5) “Finance agreement” means a loan, lease or retail etal rn sales 
contract for the purchase of a motor vehicle; 

(6) “Free look period” means the period of time from the effective date of 
the GAP waiver until the date the borrower may cancel the contract without 
penalty, fees or costs to the borrower. This period of time shall not be shorter 
than thirty (30) days; 

(7) “Guaranteed asset protection waiver” or “GAP waiver” means a 
contractual agreement wherein a creditor agrees for a separate charge to 
cancel or waive all or part of amounts due on a borrower’s finance agreement 
in the event of a total physical damage loss or unrecovered theft of a motor 
vehicle, which agreement must be part of, or a separate addendum to, the 
finance agreement; 

(8) “Insurer” means an insurance company licensed, registered, or other- 
wise authorized to do business under the laws of this state, including surplus 
lines insurers; 

(9) “Motor vehicle” means self pebtalleds or towed vehicles designed for 
personal or commercial use, including, but not limited to, automobiles, 
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trucks, motorcycles, recreational vehicles, all terrain vehicles, campers, 


boats, personal watercraft, and motorcycle, boat, camper and personal 


watercraft trailers; 


(10) “Person” includes an individual, company, association, organization, 
partnership, business trust, corporation, and every form of legal entity; 

(11) “Related finance company” means a finance company that has com- 
mon ownership of fifty percent (50%) or more with the retail seller; 

(12) “Retail buyer” means a person who buys motor vehicles not princi- 


pally for the purpose of resale; and 


(13) “Retail seller” means a person that is regularly engaged in the selling 
of motor vehicles to a retail buyer and that holds any necessary license or 


licenses to sell to a retail buyer. 


History. 
Acts 2008, ch. 1055, § 3; 2014, ch. 971, § 1. 


Compiler’s Notes. 

Acts 2008, ch. 1055, § 11 provided that the 
commissioner may adopt administrative rules 
and regulations consistent with this chapter as 
are necessary to implement the provisions of 


this act. The rules and regulations shall be 
adopted in accordance with the Uniform Ad- 
ministrative Procedures Act, compiled in title 4, 
chapter 5. 

Acts 2014, ch. 971, § 3 provided that the act 
shall apply to all retail sales of motor vehicles 
occurring on or after July 1, 2014. 


56-59-103. GAP waiver — Insurance policy. 


(a) GAP waivers may be offered, sold, or provided to borrowers in this state 


in compliance with this chapter. 


(b) GAP waivers may, at the option of the creditor, be sold for a single 
payment or may be offered with a monthly or periodic payment option. 

(c) Notwithstanding any other law, any cost to the borrower for a GAP 
waiver entered into in compliance with the Truth in Lending Act (15 U.S.C. 
§ 1601 et seq.), and its implementing regulations, must be separately stated 
and is not to be considered a finance charge or interest. 

(d)(1) A retail seller shall insure its GAP waiver obligations under a 

contractual liability or other insurance policy issued by an insurer; provided, 


that: 


(A) Aretail seller that does not assign the financing agreement of which 
the GAP waiver is a part to anyone other than the retail seller’s related 
finance company is not required to insure its GAP waiver obligation; and 

(B) Retail sellers that are lessors of motor vehicles are not required to 
insure obligations related to GAP waivers on leased vehicles. 

(2) Acreditor not otherwise required to insure its GAP waiver obligation 


pursuant to subdivision (d)(1) may insure its GAP waiver obligation under a 
contractual liability policy or other such policy issued by an insurer. Any 
such insurance policy may be directly obtained by a creditor, retail seller, or 
may be procured by an administrator to cover a creditor or retail seller’s 
obligations. 

(e) The GAP waiver remains a part of the finance agreement upon the 
assignment, sale or transfer of such finance agreement by the creditor. 

(f) Neither the extension of credit, the term of credit, nor the term of the 
related motor vehicle sale or lease may be conditioned upon the purchase of a 
GAP waiver. 
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(g) Any creditor that offers a GAP waiver must report the sale of, and 
forward funds received on all such waivers to the designated party, if any, as 
prescribed in any applicable administrative services agreement, contractual 
liability policy, other insurance policy or other specified program documents. 

(h) Funds received or held by a creditor or administrator and belonging to 
an insurer, creditor or administrator, pursuant to the terms of a written 


agreement must be held by such creditor or administrator in a fiduciary 


capacity. 


History. 
Acts 2008, ch. 1055, § 4; 2014, ch. 971, § 2. 


Compiler’s Notes. 

Acts 2008, ch. 1055, § 11 provided that the 
commissioner may adopt administrative rules 
and regulations consistent with this chapter as 
are necessary to implement the provisions of 
this act. The rules and regulations shall be 


adopted in accordance with the Uniform Ad- 
ministrative Procedures Act, compiled in title 4, 
chapter 5. 

Acts 2014, ch. 971, § 3 provided that the act 
shall apply to all retail sales of motor vehicles 
occurring on or after July 1, 2014. 


Section to Section References. 
This section is referred to in § 56-59-107. 


56-59-104. Coverage under contractual liability or other insurance 
policy — Cancellation. 


(a) Contractual lability or other insurance policies insuring GAP waivers 
must state the obligations of the insurer to reimburse or pay to the creditor any 
sums the creditor is legally obligated to waive under the GAP waivers issued 
by the creditor and purchased or held by the borrower. 

(b) Coverage under a contractual liability or other insurance policy insuring 
a GAP waiver must also cover any subsequent assignee upon the assignment, 
sale or transfer of the finance agreements. 

(c) Coverage under a contractual liability or other insurance policy insuring 
a GAP waiver must also remain in effect unless canceled or terminated in 
compliance with applicable insurance laws of this state. 

(d) The cancellation or termination of a contractual liability or other 
insurance policy must not reduce the insurer’s responsibility for GAP waivers 
issued by the creditor prior to the date of cancellation or termination and for 
which premium has been received by the insurer. 


History. 
Acts 2008, ch. 1055, § 5. 


Compiler’s Notes. 

Acts 2008, ch. 1055, § 11 provided that the 
commissioner may adopt administrative rules 
and regulations consistent with this chapter as 


are necessary to implement the provisions of 
this act. The rules and regulations shall be 
adopted in accordance with the Uniform Ad- 
ministrative Procedures Act compiled in title 4, 
chapter 5. 


56-59-105. Disclosure of guaranteed asset protection waiver. 


GAP waivers must disclose, as applicable, in writing and in clear, under- 
standable language that is easy to read, the following: 

(1) The name and address of the initial creditor and the borrower at the 

time of sale, and the identity of any administrator if different from the 


creditor; 


(2) The purchase price and the terms of the GAP waiver, including, 
without limitation, the requirements for protection, conditions, or exclusions 
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associated with the GAP waiver; 

(3) That the borrower may cancel the GAP waiver within a free look 
period, as specified in the waiver, and will be entitled to a full refund of the 
purchase price; provided, that no claim for benefits has been made or no 
benefits have been paid, or in the event a claim has been made or benefits 
have been paid, the borrower may receive a full or partial refund if the 
waiver so provides; 

(4) The procedure the borrower must follow, if any, to obtain GAP waiver 
benefits under the terms and conditions of the waiver, including a telephone 
number and address where the borrower may apply for waiver benefits; 

(5) Whether or not the GAP waiver is cancelable after the free look period 
and the conditions under which it may be cancelled or terminated including 
the procedures for requesting any refund due; 

(6) That in order to receive any refund due in the event of a borrower’s 
cancellation of the GAP waiver agreement or early termination of the finance 
agreement after the free look period of the GAP waiver, the borrower, in 
accordance with terms of the waiver, must provide a written request to 
cancel to the creditor, administrator or such other party, within ninety (90) 
days after the borrower’s decision to cancel the waiver or the occurrence of 
the event terminating the finance agreement; 

(7) The methodology for calculating any refund of the unearned purchase 
price of the GAP waiver due, in the event of cancellation of the GAP waiver 
or early termination of the finance agreement; 

(8) That neither the extension of credit, the terms of the credit, nor the 
terms of the related motor vehicle sale or lease, may be conditioned upon the 
purchase of the GAP waiver; and 

(9) That the cost of the GAP waiver is not regulated and that the 
consumer has the responsibility to determine whether the cost of the GAP 
waiver is reasonable in relation to the protection afforded by the GAP 
waiver. 


History. 
Acts 2008, ch. 1055, § 6. 


Compiier’s Notes. 

Acts 2008, ch. 1055, § 11 provided that the 
commissioner may adopt administrative rules 
and regulations consistent with this chapter as 
are necessary to implement the provisions of 


this act. The rules and regulations shall be 
adopted in accordance with the Uniform Ad- 
ministrative Procedures Act, compiled in title 4, 
chapter 5. 


Section to Section References. 
This section is referred to in § 56-59-107. 


56-59-106. Cancellation or termination of GAP waiver or finance 
agreement — Free look period. 


(a) GAP waiver agreements may be cancelable or noncancelable after the 
free look period. GAP waivers must provide that if a borrower cancels a waiver 
within the free look period, the borrower will be entitled to a full refund of the 
purchase price; provided, that no claims have been made or no benefits have 
been paid, or in the event benefits have been paid or claims made, the borrower 
may receive a full or partial refund if the waiver so provides. 

(b) In the event of a borrower’s cancellation of the GAP waiver or early 
termination of the finance agreement, after the agreement has been in effect 
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beyond the free look period, the borrower may be entitled to a refund of any 
unearned portion of the purchase price of the waiver unless the waiver 
provides otherwise. In order to receive a refund, the borrower, in accordance 
with any applicable terms of the waiver, must provide a written request to the 
creditor, administrator or other party within ninety (90) days after the 
borrower’s decision to cancel the waiver or the occurrence of the event 
terminating the finance agreement. 

(c) If the cancellation of a GAP waiver occurs as a result of a default under 
the finance agreement or the repossession of the motor vehicle associated with 
the finance agreement, or any other termination of the finance agreement, any 
refund due may be paid directly to the creditor or administrator and applied as 
set forth in subsection (d). 

(d) Any cancellation refund under subsections (a)-(c) may be applied by the 
creditor as a reduction of the amount owed under the finance agreement, 
unless the borrower can show that the finance agreement has been paid in full. 


History. 
Acts 2008, ch. 1055, § 7. 


Compiler’s Notes. 

Acts 2008, ch. 1055, § 11 provided that the 
commissioner may adopt administrative rules 
and regulations consistent with this chapter as 


are necessary to implement the provisions of 
this act. The rules and regulations shall be 
adopted in accordance with the Uniform Ad- 
ministrative Procedures Act, compiled in title 4, 
chapter 5. 


56-59-107. Lease or sale associated with a commercial transaction — 
Applicability of specified sections. 


(a) Sections 56-59-103(c), 56-59-105 and 56-59-108 are not applicable to a 
GAP waiver offered in connection with a lease or sale associated with a 


commercial transaction. 


(b) For purposes of subsection (a), “commercial transaction” means a trans- 
action involving the sale or lease of a motor vehicle that is intended or will be 
used primarily for a purpose other than personal, family or household use. 


History. 
Acts 2008, ch. 1055, § 8. 


Compiler’s Notes. 

Acts 2008, ch. 1055, § 11 provided that the 
commissioner may adopt administrative rules 
and regulations consistent with this chapter as 


are necessary to implement the provisions of 
this act. The rules and regulations shall be 
adopted in accordance with the Uniform Ad- 
ministrative Procedures Act, compiled in title 4, 
chapter 5. 


56-59-108. Powers and duties of commissioner — Violations and pen- 


alties. 


The commissioner may take action that is necessary or appropriate to 
enforce this chapter and to protect GAP waiver holders in this state. After 
proper notice and opportunity for hearing the commissioner may: 

(1) Order the creditor, administrator or any other person not in compli- 
ance with this section to cease and desist from further GAP waiver related 
operations that are in violation of this chapter; 

(2) Impose a penalty of not more than five hundred dollars ($500) per 
violation and no more than ten thousand dollars ($10,000) in the aggregate 
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for all violations of similar nature. For purposes of this section, violations 
must be of a similar nature if the violation consists of the same or similar 
course of conduct, action or practice, regardless of the number of times the 
action, conduct or practice that is determined to be a violation of this chapter 


occurred; and 


(3) Order any person found to have violated this chapter to cease and 
desist from selling, soliciting, or negotiating a GAP waiver in this state. 


History. 
Acts 2008, ch. 1055, § 9. 


Compiler’s Notes. 

Acts 2008, ch. 1055, § 11 provided that the 
commissioner may adopt administrative rules 
and regulations consistent with this chapter as 
are necessary to implement the provisions of 


this act. The rules and regulations shall be 
adopted in accordance with the Uniform Ad- 
ministrative Procedures Act, compiled in title 4, 
chapter 5. 


Section to Section References. 
This section is referred to in § 56-59-107. 


56-59-109. Insurance laws — Exemptions. 


The general assembly finds that GAP waivers are not insurance. The general 
assembly also finds that GAP waivers complying with this chapter are exempt 


from the insurance laws of this state. 


History. 
Acts 2008, ch. 1055, § 10. 


Compiler’s Notes. 

Acts 2008, ch. 1055, § 11 provided that the 
commissioner may adopt administrative rules 
and regulations consistent with this chapter as 


are necessary to implement the provisions of 
this act. The rules and regulations shall be 
adopted in accordance with the Uniform Ad- 
ministrative Procedures Act, compiled in title 4, 
chapter 5. 


CHAPTER 60 


PREFERRED PROVIDER ORGANIZATION 
TRANSPARENCY ACT 


Section 

56-60-101. 
56-60-102. 
56-60-103. 
56-60-104. 
56-60-105. 


Short title. 
Chapter definitions. 
Exceptions. 


Registration as a contracting entity. 
Granting a third party access to a provider’s health care services and contractual 


discounts pursuant to a provider network contract. 


56-60-106. 
56-60-107. 


Subsequent grants of access to another third party. 
Requirements for granting a third party access to the contracting entity’s provider 


network — Refusal to accept contractual discount. 


56-60-108. 
56-60-109. 


Enforcement — Rules. 


56-60-101. Short title. 


Unfair insurance practice — Complaints for violations. 


This chapter shall be known and may be cited as the “Preferred Provider 


Organization Transparency Act.” 


History. 
Acts 2009, ch. 466, § 2. 


Compiler’s Notes. 
Acts 2009, ch. 466, § 11 provided that the 
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act, which added this chapter, §§ 56-60-101-—— tracts entered into, renewed or materially 
56-60-109, shall apply to provider network con- amended on or after January 1, 2010. 


56-60-102. Chapter definitions. 


As used in this chapter: 

(1) “Affiliate” means an individual or entity that directly or indirectly 
through one (1) or more intermediaries, controls or is controlled by or is 
under common control with a contracting entity; 

(2) “Contracting entity” means any individual or entity that is engaged in 
the act of contracting with providers and that has entered into a provider 
network contract with a provider for the delivery of health care services. 
“Contracting entity” shall not include any self-funded employer-sponsored 
health insurance plan regulated under the Employee Retirement Income 
Security Act of 1974 (ERISA) (29 U.S.C. § 1001 et seq.). In addition, 
“contracting entity” shall not include any individual or entity that provides 
administrative services to a self-funded employer-sponsored health insur- 
ance plan; provided, however, that this exemption applies only to those 
administrative services performed for a self-funded employer-sponsored 
health insurance plan; 

(3) “Control” or “controlled by” or “under common control with” means the 
possession, direct or indirect, of the power to direct or cause the direction of 
the management and policies of an individual or entity, whether through the 
ownership of voting securities, by contract other than a commercial contract 
for goods or nonmanagement services, or otherwise, unless the power is the 
result of an official position with or corporate office held by the individual or 
entity. “Control” is presumed to exist if any individual or entity, directly or 
indirectly, owns, controls, holds with the power to vote or holds proxies 
representing ten percent (10%) or more of the voting securities of any other 
individual or entity; 

(4) “Covered individual” means an individual who is covered under a 
health insurance plan; 

(5) “Department” means the department of commerce and insurance; 

(6) “Discount medical plan organization” means an entity that, in ex- 
change for fees, dues, charges or other consideration, provides access for plan 
members to providers of medical services and the right to receive medical 
services from those providers at a discount; 

(7) “Entity” means a corporation, business trust, trust, partnership, 
limited liability company, association, joint venture, public corporation, 
government or governmental subdivision, agency or instrumentality, or any 
other legal or commercial entity; 

(8) “Health care services” means services for the diagnosis, prevention, 
treatment or cure of a health condition, illness, injury or disease; 

(9)(A) “Health insurance plan” means any hospital and medical expense 

incurred policy, nonprofit health care service plan contract, health main- 

tenance organization subscriber contract or any other health care plan or 
arrangement that pays for or furnishes medical or health care services, 
whether by insurance or otherwise; 

(B) “Health insurance plan” does not include one (1) or more, or any 
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combination of, the following: 

(i) Coverage only for accident, or disability income insurance; 

(ii) Coverage issued as a supplement to liability insurance; 

(iii) Liability insurance, including general liability insurance and 
automobile liability insurance; 

(iv) Workers’ compensation or similar insurance; 

(v) Automobile medical payment insurance; 

(vi) Credit-only insurance; 

(vii) Coverage for on-site medical clinics; 

(viii) Coverage similar to subdivisions (9)(B)()-(vii) as specified in 
federal regulations issued pursuant to P.L. 104-191, under which 
benefits for medical care are secondary or incidental to other insurance 
benefits; 

(ax) Dental or vision benefits; 

(x) Benefits for long-term care, nursing home care, home health care 
or community-based care; 

(xi) Specified disease or illness coverage, hospital indemnity or other 
fixed indemnity insurance, or such other similar, limited benefits as are 
specified in regulations; 

(xii) Medicare supplemental health insurance, as defined under 
§ 1882(¢)(1) of the Social Security Act (42 U.S.C. § 13895ss(g)(1)); 

(xiii) Coverage supplemental to the coverage provided under 10 
U.S.C. § 1071 et seq.; or 

(xiv) Other similar limited benefit supplemental coverages; 

(10) “Physician” means any individual licensed as a chiropractic physi- 
cian under title 63, chapter 4; a medical doctor under title 63, chapter 6; or 
an osteopathic physician under title 63, chapter 9; 

(11) “Physician hospital organization” means an organization that in- 
cludes, but is not limited to, hospitals and physicians and that contracts with 
and provides administrative services to hospitals and physicians that have 
entered into or intend to enter into managed care arrangements; 

(12) “Physician organization” means an organization that contracts with 
and provides administrative services to physicians who have entered into 
managed care arrangements; 

(13) “Provider” means a physician, a physician organization or a physi- 
cian hospital organization. “Provider” does not include a physician organi- 
zation or physician hospital organization that leases or rents the physician 
organization’s or physician hospital organization’s network to a third party; 

(14) “Provider network contract” or “provider agreement” means a direct 
contract between a contracting entity and a provider for the delivery of 
health care services specifying the rights and responsibilities of the contract- 
ing entity and the provider in relation to access and payment for health care 
services to covered individuals; and 

(15) “Third party” means an organization that enters into a contract with 
a contracting entity or with another third party to gain access to a provider 
network contract. “Third party” also includes a contracting entity’s subsid- 
iaries and affiliates, except as provided in § 56-60-103. “Third party” does 
not include any self-funded employer-sponsored health insurance plan 
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regulated under the Employee Retirement Income Security Act of 1974 
(ERISA) (29 U.S.C. § 1001 et seq.). In addition, “third party” does not 
include any individual or entity that provides administrative services to a 
self-funded employer-sponsored health insurance plan; provided, however, 
that this exemption applies only to those administrative services performed 


for a self-funded employer-sponsored health insurance plan. 


History. Acts 2009, ch. 466, § 11 provided that the 





Acts 2009, ch. 466, § 3; 2012, ch. 715, § 1. 


Compiler’s Notes. 
P.L. 104-191, referred to in this section, is the 


act, which added this chapter, §§ 56-60-101 — 
56-60-109, shall apply to provider network con- 
tracts entered into, renewed or materially 


federal Health Insurance Portability and Ac- amended on or after January 1, 2010. 


countability Act of 1996 (HIPAA), compiled in 
42 U.S.C. § 1320d et seq. 


56-60-103. Exceptions. 


This chapter does not apply: 

(1) In circumstances where access to the provider network contract is 
granted to an affiliate or a subsidiary of a contracting entity, or other entity 
if operating under the same brand licensee program as the contracting 
entity; 

(2) To a contract between a contracting entity and a discount medical plan 
organization; or 

(3) To the provision of any medical services for injuries covered by the 
Workers’ Compensation Law, compiled in title 50, chapter 6. 


History. 


; 56-60-109, shall apply to provider network con- 
Acts 2009, ch. 466, § 4. 


tracts entered into, renewed or materially 


Compilepa ote amended on or after January 1, 2010. 


Acts 2009, ch. 466, § 11 provided that the 
act, which added this chapter, §§ 56-60-101 — 


Section to Section References. 
This section is referred to in § 56-60-102. 


56-60-104. Registration as a contracting entity. 


(a) Any individual or entity that commences business as a contracting entity 
shall register with the department within thirty (30) days of commencing 
business in this state unless the individual or entity is licensed by the 
department as an insurer or third party administrator. Any contracting entity 
not licensed by the department as an insurer or third party administrator shall 
register with the department within ninety (90) days of January 1, 2010. Ifa 
contracting entity fails to register with the department in compliance with this 
section, then the commissioner may assess penalties as set-forth in § 56-2- 
305(a)(1) or (a)(2). 

(b)(1) Registration shall consist of the submission of the following 

information: 

(A) The official name of the contracting entity, including any doing 
business as (d/b/a) designations used in this state; 

(B) The mailing address and official telephone number for the contract- 
ing entity’s principal headquarters; 

(C) The name and telephone number of the contracting entity’s repre- 
sentative who will serve as the primary contact with the department; and 
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(D) Any other information as requested by the department. 
(2) The information required by subdivision (b)(1) shall be submitted in 
written or electronic format, as prescribed by the department. 
(c) The department may impose a registration fee to defray the cost of 
administering this section. 


History. 56-60-109, shall apply to provider network con- 
Acts 2009, ch. 466, § 5. tracts entered into, renewed or materially 


Cotipilers Nites. amended on or after January 1, 2010. 


Acts 2009, ch. 466, § 11 provided that the Section to Section References. 
act, which added this chapter, §§ 56-60-101 — This section is referred to in § 56-60-106. 


56-60-105. Granting a third party access to a provider’s health care 
services and contractual discounts pursuant to a provider 
network contract. 


(a) A contracting entity shall only grant access to a provider’s health care 
services and contractual discounts pursuant to the contracting entity’s pro- 
vider network contract if: 

(1) The provider network contract clearly and plainly authorizes the 
contracting entity to enter into an agreement with a third party allowing the 
third party to exercise the contracting entity’s rights and responsibilities 
under the provider network contract as if the third party were the contract- 
ing entity; and 

(2) The third party accessing a provider’s services and contractual dis- 
counts pursuant to the provider network contract is contractually obligated 
to comply with all applicable terms, limitations and conditions of the 
provider network contract. 

(b) A contracting entity that grants a third party access to a provider’s 
health care services and contractual discounts pursuant to a provider network 
contract shall: 

(1) Identify and supply to a provider, upon request at the time a provider 
network contract is entered into with the provider, a written or electronic list 
of all third parties known at the time of contracting to which the contracting 
entity has or will grant access to the provider’s health care services and 
contractual discounts pursuant to the provider network contract; 

(2) Maintain an Internet web site or a toll-free telephone number through 
which a provider may obtain a listing, updated at least quarterly, of the third 
parties to which the contracting entity or another third party has executed 
contracts to grant access to the provider’s health care services and contrac- 
tual discounts pursuant to the provider network contract; 

(3) Provide each third party who contracts with the contracting entity to 
gain access to the provider network contract a summary of the contracting 
entity’s current standard provider contract terms; 

(4) Require that each third party who contracts with the contracting 
entity to gain access to the provider network contract: 

(A) Designate an individual or department responsible for responding 
to provider inquiries concerning the third party’s access to the provider 
network contract; and 

(B) Include the following information on each remittance advice (RA), 
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explanation of payment (EOP) or other similar documentation furnished 
to a provider when a contractual discount is exercised pursuant to the 
contracting entity’s provider network contract: 
(i) The source of the contractual discount taken by the third party; 
and 
(ii) A direct toll-free telephone number answerable Monday through 

Friday during normal business hours for the individual or department 

designated to be responsible for responding to provider inquiries pursu- 

ant to subdivision (b)(4)(A); and 

(5)(A) Notify any third party who contracts with the contracting entity to 

gain access to a provider’s services and contractual discounts pursuant to 

the provider network contract of the termination of the provider network 
contract within thirty (30) calendar days of the contracting entity’s receipt 
of notification of the termination; 

(B) The notice required by subdivision (b)(5)(A) shall be provided 
through written notice, electronic communication or an update to an 
electronic database of provider listings. 

(c) Subject to any applicable continuity of care requirements, provisions of 
the provider network contract or contrary law: 

(1) A third party’s right to access a provider’s health care services and 
contractual discounts pursuant to a provider network contract shall termi- 
nate on the date the provider network contract is terminated; 

(2) Claims for health care services performed after the termination date of 
the provider network contract are not eligible for processing and payment in 
accordance with the provider network contract; and 

(3) Claims for health care services performed before the termination date 

of the provider network contract, but processed after the termination date, 
are eligible for processing and payment in accordance with the provider 
network contract. 
(d)(1) All information made available to a provider in accordance with the 
requirements of this chapter shall be confidential and shall not be disclosed 
to any individual or entity not involved in the provider’s practice or the 
administration of such practice without the prior written consent of the 
contracting entity. 

(2) Acontracting entity may reference or include within the contract or a 
related document the language contained in subdivision (d)(1), or language 
that is substantially similar in scope and purpose, in order to affirm each 
party's knowledge of and agreement to comply with the confidentiality 
provision. 

(3) This subsection (d) shall not preclude the information being disclosed 
for purposes of dispute resolution, enforcement of this chapter or assistance 
in enforcing this chapter. 


History. 56-60-109, shall apply to provider network con- 
Acts 2009, ch. 466, § 6. tracts entered into, renewed or materially 


d fi : 
Compilers Nate? amended on or after January 1, 2010 


Acts 2009, ch. 466, § 11 provided that the Cross-References. 
act, which added this chapter, §§ 56-60-101 — Confidentiality of public records, § 10-7-504. 
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Section to Section References. 
This section is referred to in §§ 56-60-106, 
56-60-107. 


56-60-106. Subsequent grants of access to another third party. 


(a) Any third party, having itself been granted access to a provider’s health 
care services and contractual discounts pursuant to a provider network 
contract, that subsequently grants access to another third party, is obligated to 
comply with the rights and responsibilities imposed on contracting entities 
under §§ 56-60-104 and 56-60-105. 

(b) Any third party that enters into a contract with another third party to 
access a provider’s health care services and contractual discounts pursuant to 
a provider network contract is obligated to comply with the rights and 
responsibilities imposed on third parties under this section and § 56-60-105. 

(c) Any third party that subsequently grants access to another third party 
will provide to the contracting entity the location of a web site or a telephone 
number that the contracting entity will make available to providers as 
provided in § 56-60-105(b)(2) that will identify to providers any individual or 
entity to whom the third party has granted access to the provider’s health care 
services and contractual discounts pursuant to the provider network contract. 
The third party shall update the listing on the web site or available through 
the telephone number on a routine basis as additional individuals or entities 
are granted access and shall review the listing no less frequently than 
quarterly to ensure the completeness and accuracy of the information avail- 
able. 


History. 56-60-109, shall apply to provider network con- 
Acts 2009, ch. 466, § 7. tracts entered into, renewed or materially 


amended on or after January 1, 2010. 
Compiler’s Notes. eet 


Acts 2009, ch. 466, § 11 provided that the Section to Section References. 
act, which added this chapter, §§ 56-60-101 — This section is referred to in § 56-60-107. 


56-60-107. Requirements for granting a third party access to the 
contracting entity’s provider network — Refusal to accept 
contractual discount. 


(a) No contracting entity shall grant a third party access to the contracting 
entity’s provider network contract by lease, rent or by any other means unless 
the third party accessing the provider network contract is: 

(1) A payer of claims or a third party administrator or other entity that 
administers or processes claims on behalf of the payer; 

(2) A preferred provider organization or preferred provider network 
including a physician organization or physician hospital organization; or 

(3) An entity engaged in the electronic claims transport between the 
contracting entity and the payer if the entity does not provide access to the 
provider’s services and contractual discounts to any other third party. 

(b)(1) A provider may refuse the discount taken on the remittance advice 

(RA) or explanation of payment (EOP) if the discount is taken without a 

contractual basis or if the provider cannot obtain information relative to the 
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discount because of a violation of § 56-60-105(b)(2) or § 56-60-106(c). The 
provider shall notify in writing the contracting entity or third party of the 
provider’s refusal to accept the contractual discount. 

(2) The provider may require payment of the charge with no discount 
applied unless the contracting entity or third party within thirty (30) 
calendar days of receipt of notice of the apparent violation of the require- 
ments of this section: 

(A) Notifies the provider that the apparent violation resulted from an 
administrative oversight or other unintentional error and advises the 
provider of steps taken to remedy and avoid recurrence of the error; and 

(B) Submits to the provider a corrected RA or EOP with documentation 
demonstrating eligibility for any discount applied. 


History. act, which added this chapter, §§ 56-60-101 — 
Acts 2009, ch. 466, § 8. 56-60-109, shall apply to provider network con- 
tracts entered into, renewed or materially 


° 9 
Compiler’s Notes. amended on or after January 1, 2010. 


Acts 2009, ch. 466, § 11 provided that the 


56-60-108. Enforcement — Rules. 


(a) The department shall enforce this chapter. 

(b) The department is authorized to promulgate rules to effectuate this 
chapter in accordance with the Uniform Administrative Procedures Act, 
compiled in title 4, chapter 5. The initial rules promulgated by the department 
may be designated as emergency rules if the department finds that it cannot 
implement the rules by January 1, 2010, exercising the rulemaking procedures 
for the promulgation of permanent rules and if the department complies with 
§ 4-5-208. 


History. act, which added this chapter, §§ 56-60-101 — 
Acts 2009, ch. 466, § 9. 56-60-109, shall apply to provider network con- 


Comipiler’s Notes: tracts entered into, renewed or materially 


Acts 2009, ch. 466, § 11 provided that the amended on or after January 1, 2010. 


56-60-109. Unfair insurance practice — Complaints for violations. 


(a) It is an unfair insurance practice for the purposes of the Tennessee 
Unfair Trade Practices and Unfair Claims Settlement Act of 2009, compiled in 
chapter 8, part 1 of this title, to knowingly access a provider’s services or 
exercise a provider’s contractual discounts pursuant to a provider network 
contract if the access or exercise is not pursuant to a contractual relationship 
with the provider or with a contracting entity or third party who has a 
contractual relationship with the provider as specified in this chapter. 

(b)(1) To effectuate the purposes of this section, the department shall 

develop a complaint form for providers or others to submit alleging viola- 

tions of this chapter. 

(2) Information provided in good faith to the department shall not make 
the provider or other individual or entity providing the information liable for 
civil damages as a result of providing the information. 
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History. 


Acts 2009, ch. 466, § 10. 


Compiler’s Notes. 
Acts 2009, ch. 466, § 11 provided that the 


HEALTH CARRIER GRIEVANCE AND EXTERNAL REVIEW 56-61-102 
act, which added this chapter, §§ 56-60-101 — 
56-60-109, shall apply to provider network con- 
tracts entered into, renewed or materially 
amended on or after January 1, 2010. 
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EXTERNAL REVIEW PROCEDURE ACT 


Short title — Purpose. 

Chapter definitions. 

Applicability and scope. 

No limitations or restrictions on denying coverage of services not medically necessary. 

Maintenance of register of written records to document grievances. 

Written procedures for grievances. 

First level review of adverse determination. 

Second level review of adverse determination. 

Establishment of written procedures for expedited review of urgent care requests of 
grievances involving adverse determination. 

Rules and regulations. 

Penalties for violations. 

Elections for conducting external review program. 

Notice of right to external review. 

Request for external review. 

Exhaustion of internal grievance process. 

Standard external review. 

Expedited external review. 

Requests for external review when service or treatment determined to be investiga- 
tional. 

Binding nature of external review decisions. 

Approval of external review organizations. 

Minimum qualifications for independent review organizations. 

Hold harmless for external review organizations. 

External review reporting requirements. 

Funding of external review. 

Disclosure requirements. 


56-61-101. Short title — Purpose. 


(a) This chapter shall be known and may be cited as the “Tennessee Health 
Carrier Grievance and External Review Procedure Act.” 

(b) The purpose of this chapter is to provide standards for the establishment 
and maintenance of procedures by health carriers to assure that covered 
persons and healthcare providers have the opportunity for the appropriate 
resolution of grievances, as defined in this chapter. 


History. 


Acts 2010, ch. 980, § 2. 


Section to Section References. 
This chapter is referred to in § 56-32-103. 


56-61-102. Chapter definitions. 


For purposes of this chapter, unless the context otherwise requires: 
(1) “Adverse determination” means: 
(A) A determination by a health carrier or its designee utilization 
review organization that, based upon the information provided, a request 
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for a benefit under the health carrier’s health benefit plan does not meet 

the health carrier’s requirements for medical necessity, appropriateness, 

healthcare setting, level of care or effectiveness and the requested benefit 
is therefore denied, reduced or terminated or payment is not provided or 
made, in whole or in part, for the benefit; 

(B) The denial, reduction, termination or failure to provide or make 
payment, in whole or in part, for a benefit based on a determination by a 
health carrier of a covered person’s eligibility to participate in the health 
carrier’s health benefit plan; or 

(C) Any prospective review or retrospective review determination that 
denies, reduces, or terminates or fails to provide or make payment for, in 
whole or in part, a benefit; 

(2) “Aggrieved person” means: 

(A) A healthcare provider; 

(B) A covered person; or 

(C) A covered person’s authorized representative; 

(3) “Authorized representative” means: 

(A) A person to whom a covered person has given express written 
consent to represent the covered person for purposes of this chapter; 

(B) A person authorized by law to provide substituted consent for a 
covered person; 

(C) A family member of the covered person or the covered person’s 
treating healthcare professional when the covered person is unable to 
provide consent; 

(D) A healthcare professional when the covered person’s health benefit 
plan requires that a request for a benefit under the plan be initiated by the 
healthcare professional; or 

(E) In the case of an urgent care request, a healthcare professional with 
knowledge of the covered person’s medical condition; 

(4) “Clinical peer” means a physician or other healthcare professional who 
holds a nonrestricted license in a state of the United States and in the same 
or similar specialty that would typically manage the medical condition, 
procedure or treatment under review; 

(5) “Clinical review criteria” means the written screening procedures, 
decision abstracts, clinical protocols and practice guidelines used by the 
health carrier to determine the medical necessity and appropriateness of 
healthcare services; 

(6) “Closed plan” means a managed care plan that requires covered 
persons to use participating providers under the terms of the managed care 
plan or the plan will not provide covered benefits to the covered person; 

(7) “Commissioner” means the commissioner of commerce and insurance; 

(8) “Covered benefits” or “benefits” means those healthcare services to 
which a covered person is entitled under the terms of a health benefit plan; 

(9) “Covered person” means a policyholder, subscriber, enrollee or other 
individual participating in a health benefit plan; 

(10) “Emergency medical condition” means the sudden and, at the time, 
unexpected onset of a health condition that requires immediate medical 
attention, where failure to provide medical attention would result in serious 
impairment to bodily functions, serious dysfunction of a bodily organ or part, 
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or would place the person’s health in serious jeopardy; 

(11) “Emergency services” means healthcare items and services furnished 
or required to evaluate and treat an emergency medical condition; 

(12) “External review organization” means an entity that conducts inde- 
pendent external reviews of adverse determinations and final adverse 
determinations of a health carrier; 

(13) “Facility” means an institution licensed under title 68 providing 
healthcare services or a healthcare setting, including but not limited to, 
hospitals and other licensed inpatient centers, ambulatory surgical or 
treatment centers, skilled nursing centers, residential treatment centers, 
diagnostic, laboratory and imaging centers, and rehabilitation; 

(14) “Final adverse determination” means an adverse determination 
involving a covered benefit that has been upheld by a health carrier at the 
completion of the health carrier’s internal grievance process procedures as 
set forth in this chapter; 

(15) “Grievance” means a written appeal of an adverse determination or 
final adverse determination submitted by or on behalf of a covered person 
regarding: 

(A) Availability, delivery or quality of healthcare services regarding an 
adverse determination; 

(B) Claims payment, handling or reimbursement for healthcare ser- 
vices; 

(C) Matters pertaining to the contractual relationship between a cov- 
ered person and a health carrier; or 

(D) Matters pertaining to the contractual relationship between a 
healthcare provider and a health carrier; 

(16) “Health benefit plan” means a policy, contract, certificate or agree- 
ment offered or issued by a health carrier to provide, deliver, arrange for, pay 
for or reimburse any of the costs of healthcare services; 

(17) “Health carrier” means an entity subject to the insurance laws and 
regulations of this state, or subject to the jurisdiction of the commissioner, 
that contracts or offers to contract to provide, deliver, arrange for, pay for or 
reimburse any of the costs of healthcare services, including a sickness and 
accident insurance company, a health maintenance organization, a nonprofit 
hospital and health service corporation, or any other entity providing a plan 
of health insurance, health benefits or healthcare services; 

(18) “Healthcare professional” means a physician or other healthcare 
practitioner licensed, accredited or certified to perform specified healthcare 
services consistent with state law; 

(19) “Healthcare provider” or “provider” means a healthcare professional 
or a facility; 

(20) “Healthcare services” means services for the diagnosis, prevention, 
treatment, cure or relief of a health condition, illness, injury or disease; 

(21) “Managed care plan” means a health benefit plan that requires a 
covered person to use, or creates incentives, including financial incentives, 
for a covered person to use healthcare providers managed, owned, under 
contract with or employed by the health carrier. “Managed care plan” 
includes: 
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(A) A closed plan, as defined in subdivision (6); and 

(B) An open plan, as defined in subdivision (26); 

(22) “Medical or scientific evidence” means evidence found in the follow- 
ing sources; provided, that subdivisions (22)(A)-(B) shall be considered to 
have more evidentiary value than subdivision (22)(E) and subdivision 
(22)(E), when considered solely and in the absence of subdivisions (22)(A)- 
(B), shall not be sufficient to establish medical or scientific evidence for 
purposes of this chapter: 

(A) Peer-reviewed scientific studies published in or accepted for publi- 
cation by medical journals that meet nationally recognized requirements 
for scientific manuscripts and that submit most of their published articles 
for review by experts who are not part of the editorial staff; 

(B) Peer-reviewed medical literature, including literature relating to 
therapies reviewed and approved by a qualified institutional review board, 
biomedical compendia and other medical literature that meet the criteria 
of the national institutes of health’s library of medicine for indexing in 
Index Medicus (Medline) and Elsevier Science Ltd. for indexing in Ex- 
cerpta Medicus (EMBASE); 

(C) Medical journals recognized by the secretary of health and human 
services under § 1861(t)(2) of the federal Social Security Act; 

(D) The following standard reference compendia: 

(i) The American Hospital Formulary Service - Drug Information; 
(ii) Drug Facts and Comparisons; 

(iii) The American Dental Association Accepted Dental Therapeutics; 
(iv) The United States Pharmacopoeia - Drug Information; or 

(EK) Findings, studies or research conducted by or under the auspices of 
federal government agencies and nationally recognized federal research 
institutes, including: 

(i) The federal agency for healthcare research and quality; 

(ii) The national institutes of health; 

(iii) The national cancer institute; 

(iv) The national academy of sciences; 

(v) The centers for medicare and medicaid services; 

(vi) The federal food and drug administration; and 

(vii) Any national board recognized by the national institutes of 
health for the purpose of evaluating the medical value of healthcare 

Services; 

(23) “Medically necessary” or “medical necessity” means healthcare ser- 
vices that a physician, exercising prudent clinical judgment, would provide 
to a patient for the purpose of preventing, evaluating, diagnosing or treating 
an illness, injury, disease or its symptoms, and that are: 

(A) In accordance with generally accepted standards of medical prac- 
tice; 

(B) Clinically appropriate, in terms of type, frequency, extent, site and 
duration; and considered effective for the patient’s illness, injury or 
disease; | 

(C) Not primarily for the convenience of the patient, physician, or other 
healthcare provider; and 
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(D) Not more costly than an alternative service or sequence of services 
at least as likely to produce equivalent therapeutic or diagnostic results as 
to the diagnosis or treatment of that patient’s illness, injury or disease; 
(24) “NAIC” means the National Association of Insurance Commissioners; 
(25) “Network” means the group of participating providers providing 

services to a managed care plan; 

(26) “Open plan” means a managed care plan, other than a closed plan, 
that provides incentives, including financial incentives, for covered persons 
to use participating providers under the terms of the managed care plan; 

(27) “Participating provider” means a provider who, under a contract with 
the health carrier or with its contractor or subcontractor, has agreed to 
provide healthcare services to covered persons with an expectation of 
receiving payment, other than coinsurance, copayments or deductibles, 
directly or indirectly from the health carrier; 

(28) “Person” means an individual, a corporation, a partnership, an 
association, a joint venture, a joint stock company, a trust, an unincorpo- 
rated organization, any similar entity or any combination of the entities 
listed in this subdivision (28); 

(29) “Prospective review” means utilization review conducted prior to an 
admission or the provision of a healthcare service or a course of treatment in 
accordance with a health carrier’s requirement that the healthcare service or 
course of treatment, in whole or in part, be approved prior to its provision or 
admission; 

(30) “Register” means the written records kept by a health carrier to 
document all grievances received during a calendar year; 

(31) “Retrospective review” means any review of a request for a benefit 
that is not a prospective review request. Retrospective review does not 
include the review of a claim that is limited to veracity of documentation or 
accuracy of coding; and 

(32)(A) “Urgent care request” means a request for a healthcare service or 

course of treatment with respect to which the time periods for making 

nonurgent care request determination: 

(i) Could seriously jeopardize the life or health of the covered person 
or the ability of the covered person to regain maximum function; or 

(ii) In the opinion of a physician with knowledge of the covered 
person’s medical condition, would subject the covered person to severe 
pain that cannot be adequately managed without the healthcare service 
or treatment that is the subject of the request; 

(B)G) In determining whether a request is to be treated as an urgent 

care request, an individual acting on behalf of the health carrier shall 

apply the judgment of a prudent layperson who possesses an average 
knowledge of health and medicine. 

(ii) Any request that a physician with knowledge of the covered 
person’s medical condition determines is an urgent care request within 
the meaning of subdivision (32)(A) shall be treated as an urgent care 
request. 
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History. 
Acts 2010, ch. 980, § 3. 


Section to Section References. 
This section is referred to in §§ 56-6-708, 
56-7-1002. 


56-61-103. Applicability and scope. 


(a) Except as otherwise specified, this chapter shall apply to all health 
carriers. 
(b) This chapter shall not apply to a policy or certificate that provides: 

(1) Coverage only for a specified disease, specified accident or accident- 
only coverage, credit, dental, disability income, hospital indemnity, long- 
term care insurance, as defined by § 56-42-1038, vision care or any other 
limited supplemental benefit or to a medicare supplement policy of insur- 
ance as defined by the commissioner; 

(2) Coverage under a plan through medicare, medicaid or the federal 
employees health benefits program (FEHB); 

(3) Any coverage issued under 10 U.S.C. § 1072 and any coverage issued 
as supplement to that coverage; 

(4) Any coverage issued as supplemental to liability insurance; workers’ 
compensation or similar insurance; automobile medical-payment insurance 
or any insurance under which benefits are payable without regard to fault; 
whether written on a group blanket or individual basis; or 

(5) Any plan exempt from regulation under this title due to the Employee 
Retirement Income Security Act of 1974 (ERISA) (29 U.S.C. § 1144). 


History. 
Acts 2010, ch. 980, § 4. 


56-61-104. No limitations or restrictions on denying coverage of ser- 
vices not medically necessary. 


Nothing in this chapter shall limit or restrict the health carrier from denying 
coverage on the grounds that the services are determined not to be medically 
necessary. 


History. 
Acts 2010, ch. 980, § 5. 


—§6-61-105. Maintenance of register of written records to document 
grievances, 


(a) A health carrier shall maintain written records to document all griev- 
ances received during a calendar year. The register shall be maintained in a 
manner that is reasonably clear and accessible to the commissioner. 

(b) A request for a first level review of a grievance involving an adverse 
determination shall be processed in compliance with § 56-61-107 and is 
required to be included in the health carrier’s register. 

(c) A request for a second level review of a grievance involving an adverse 
determination that may be conducted pursuant to § 56-61-108 shall be 
included in the health carrier’s register. 
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(d) For each grievance, the register shall contain, at a minimum, the 
following information: 

(1) A general description of the reason for the grievance; 

(2) The date the grievance was received; 

(3) The date of each review or, if applicable, review meeting; 

(4) The resolution at each level of the grievance, if applicable; 

(5) The date of resolution at each level, if applicable; and 

(6) The name of the aggrieved person for whom the grievance was filed. 
(e)(1) Ahealth carrier shall retain the register compiled for a calendar year 
for the shorter of five (5) years or until the commissioner has adopted a final 
report of an examination that contains a review of the register for such 
calendar year. 

(2)(A) A health carrier shall submit to the commissioner, at least annu- 

ally, a report in the format specified by the commissioner. 

(B) The report shall include for each type of health benefit plan offered 

by the health carrier: 

(i) The number of covered lives that fall under this chapter’s 
protections; 

(ii) The total number of grievances; 

(iii) The number of grievances for which a covered person and 
healthcare provider requested a second level voluntary grievance review 
pursuant to § 56-61-108; 

(iv) The number of grievances resolved at each level, if applicable, 
and their resolution; and 

(v) A synopsis of actions being taken to correct problems identified. 


History. 
Acts 2010, ch. 980, § 6. 


56-61-106. Written procedures for grievances. 


(a) Except as specified in § 56-61-109, a health carrier shall use written 
procedures for receiving and resolving grievances from aggrieved persons, as 
provided in §§ 56-61-107 and 56-61-108, unless otherwise provided by this 
chapter. 

(b) Ahealth carrier shall file with the commissioner a copy of the procedures 
required under subsection (a), including all forms used to process requests 
made pursuant to §§ 56-61-107 and 56-61-108. Any subsequent material 
modifications to the documents also shall be filed. 

(c) A description of the grievance procedures required under this section 
shall be set forth in or attached to the membership booklet, provider manual, 
and health carrier’s web site. The health carrier may include a description of 
the grievance procedures in the policy, certificate, outline of coverage or other 
evidence of coverage provided to aggrieved persons. 


History. 
Acts 2010, ch. 980, § 7. 
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56-61-107. First level review of adverse determination... 


(a) Within one hundred and eighty (180) days after the date of receipt of a 
notice of an adverse determination, an aggrieved person may file a grievance 
with the health carrier requesting a first level review of the adverse determi- 
nation. 

(b) The health carrier shall provide the aggrieved person with the name and 
address of the organizational unit or department designated to coordinate the 
first level review on behalf of the health carrier. 

(c)(1)(A) An aggrieved person does not have the right to attend, or to have a 
representative in attendance at the first level review; provided, that the 
aggrieved person is entitled to: 

Gi) Submit written comments, documents, records and other material 
relating to the request for benefits for the reviewer or reviewers to 
consider when conducting the review; and 

(ii) Receive from the health carrier, upon request and free of charge, 
reasonable access to, and copies of all documents, records and other 
information relevant to the covered person’s request for benefits. 

(B) For purposes of subdivision (c)(1)(A)(i1), a document, record or other 
information shall be considered relevant to an aggrieved person’s request 
for benefits if the document, record or other information: 

(i) Was relied upon in making the benefit determination; 

(ii) Was submitted, considered or generated in the course of making 
the adverse determination, without regard to whether the document, 
record or other information was relied upon in making the benefit 
determination; 

(iii) Demonstrates that, in making the benefit determination, the 
health carrier or its designated representatives applied required admin- 
istrative procedures and safeguards with respect to the covered person 
as other similarly situated covered persons; or 

(iv) Constitutes a statement of policy or guidance with respect to the 
health benefit plan concerning the denied healthcare service or treat- 
ment for the covered person’s diagnosis, without regard to whether the 
advice or statement was relied upon in making the _ benefit 
determination. 

(2) The health carrier shall make the provisions of subdivision (c)(1) 
known to the aggrieved person within five (5) business days after the date of 
receipt of the grievance; provided, that the request was made to the 
appropriate organizational unit or department designated by the health 
carrier. 

(d) For purposes of calculating the time periods within which a determina- 
tion is required to be rendered and notice provided under subsection (e), the 
time period shall begin on the date the grievance requesting the first level 
review is filed with the health carrier in accordance with the health carrier’s 
procedures established pursuant to this section, without regard to whether all 
of the information necessary to make the determination accompanies the 
filing. 

(e)(1) A health carrier shall notify and issue a decision, in writing or 

electronically, to the aggrieved person within the timeframes provided in 


107 HEALTH CARRIER GRIEVANCE AND EXTERNAL REVIEW 56-61-107 


subdivisions (e)(2) and (3). 

(2) With respect to a grievance requesting a first level review of an 
adverse determination involving a prospective review request, the health 
carrier shall notify and issue a decision within a reasonable period of time 
that is appropriate given the covered person’s medical condition, but no later 
than thirty (30) days after the date of the health carrier’s receipt of the 
grievance requesting the first level review made pursuant to subsection (a). 

(3) With respect to a grievance requesting a first level review of an 
adverse determination involving a retrospective review request, the health 
carrier shall notify and issue a decision within a reasonable period of time, 
but no later than sixty (60) days after the date of the health carrier’s receipt 
of the grievance requesting the first level review made pursuant to subsec- 
tion (a). 

(f) The decision issued pursuant to subsection (e) shall set forth, in a 
manner calculated to be understood by the aggrieved person: 

(1) The titles and qualifying credentials of the person or persons partici- 
pating and reviewing in the first level review; 

(2) Astatement of each reviewer’s understanding of the grievance; 

(3) Each reviewer’s decision in clear terms and the contract basis or 
medical rationale in sufficient detail for the aggrieved person to respond 
further to the health carrier’s position; 

(4) Areference to the evidence or documentation used as the basis for the 
decision; 

(5) For a first level review decision issued pursuant to subsection (e) 
involving an adverse determination: 

(A) The specific reason or reasons for the adverse determination; 

(B) A reference to the specific plan provisions on which the determina- 
tion is based; 

(C) A statement that the aggrieved person is entitled to receive, upon 
request and free of charge, reasonable access to, and copies of, all 
documents, records and other information relevant, as the term “relevant” 
is defined in subdivision (c)(1)(B), to the covered person’s benefit request; 

(D) If the health carrier relied upon an internal rule, guideline, protocol 
or other similar criterion to make the adverse determination, either the 
specific rule, guideline, protocol or other similar criterion or a statement 
that a specific rule, guideline, protocol or other similar criterion was relied 
upon to make the adverse determination and that a copy of the rule, 
guideline, protocol or other similar criterion will be provided free of charge 
to the aggrieved person upon request and the date such policy was 
effective; 

(E) Ifthe adverse determination is based on medical necessity, either an 
explanation of the criteria for making the determination, applying the 
terms of the health benefit plan to the covered person’s medical circum- 
stances, or a statement that an explanation will be provided to the 
aggrieved person, free of charge upon request; and 

(F) If applicable, instructions for requesting: 

(i) A copy of the rule, guideline, protocol or other similar criterion 
relied upon in making the adverse determination, as provided in 
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subdivision (f)(5)(D); and ; 

(ii) The written statement of the criteria for the determination, as 

provided in subdivision (f)(5)(E); 

(6) If applicable, a statement indicating: 

(A) A description of the process to obtain a second level review of the 
first level review’s decision involving an adverse determination, if the 
aggrieved person wishes to request a second level review pursuant to 
§ 56-61-108; 

(B) The written procedures governing the second level review, including 
any required timeframe for the review; and 

(C) A description of the procedures for obtaining an external review of 
the adverse determination pursuant to this chapter if the aggrieved 
person decides not to file for a second review of the first level review’s 
decision involving an adverse determination. 


History. 56-61-106, 56-61-108, 56-61-109, 56-61-113, 56- 
Acts 2010, ch. 980, § 8. 61-115. 


Section to Section References. 
This section is referred to in §§ 56-61-105, 


56-61-108. Second level review of adverse determination. 


(a) A health carrier shall establish a second level review process to give 
aggrieved persons, who are dissatisfied with the first level review decision, the 
option of requesting a second level review. 

(b)(1) Health carriers required by this section to establish a second level 

review process shall provide aggrieved persons with notice pursuant to 

§ 56-61-107, as appropriate, of the option to file a request with the health 

carrier for a second level review of the first level review’s decision rendered 

pursuant to § 56-61-107. 

(2) Upon receipt of a request for a second level review, the health carrier 
shall send notice within five (5) business days to the covered person or, if 
applicable, the covered person’s authorized representative of the covered 
person’s right to: 

(A) Request, within the timeframe specified in subdivision (b)(3)(A), the 
opportunity to appear in person before a review panel of the health 
carrier’s designated representatives; 

(B) Receive from the health carrier, upon request, copies of all docu- 
ments, records and other information that is not confidential or privileged 
relevant to the covered person’s request for benefits; 

(C) Present the covered person’s case to the review panel; 

(D) Submit written comments, documents, records and other material 
relating to the request for benefits to the review panel for consideration 
when conducting the second level review both before and, if applicable, 
during the second level review; 

(EK) If applicable, ask questions of any representative of the health 
carrier on the review panel; provided, such questions are governed and 
relevant to the subject matter of the second level review; and 

(F) Be assisted or represented by an individual of the covered person’s 
choice, at the expense of such covered person. 
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(3)(A) A covered person or covered person’s authorized representative 
wishing to request to appear in person before the review panel of the 
health carrier’s designated representatives shall make the request to the 
health carrier within ten (10) business days after the date of receipt of the 
notice sent in accordance with subdivision (b)(2). 

(B) The covered person’s right to a fair review shall not be made 
conditional on the covered person or the covered person’s authorized 
representative’s appearance at the second level review. 

(4) Upon receipt of a request for a second level review, the health carrier 
shall send notice within five (5) business days to the healthcare provider of 
the healthcare provider’s right to: 

(A) Receive from the health carrier, upon request, copies of all docu- 
ments, records and other information that is not confidential or privileged 
relevant to the aggrieved person’s request for benefits; 

(B) Submit written comments, documents, records and other material 
relating to the request for benefits for the review panel to consider when 
conducting the second level review; and 

(C) If applicable, ask questions of any representative of the health 
carrier on the review panel; provided, such questions are governed and 
relevant to the subject matter of the second level review. 

(c)(1)(A) With respect to a second level review of a first level review decision 
rendered pursuant to § 56-61-107, a health carrier shall appoint a review 
panel to review the request. 

(B) In conducting the review, the review panel shall take into consid- 
eration all comments, documents, records and other information regard- 
ing the request for benefits submitted by the aggrieved person pursuant to 
subdivision (b)(2), without regard to whether the information was submit- 
ted or considered in reaching the first level review’s decision. 

(C) The review panel shall have the legal authority to bind the health 
carrier to the review panel’s decision. 

(2)(A) Except as provided in subdivision (c)(2)(B), a majority of the review 

panel shall be comprised of individuals who were not involved in the first 

level review decision rendered pursuant to § 56-61-107. 

(B) An individual who was involved with the first level review decision 
may be a member of the review panel or appear before the review panel to 
present information or answer questions. 

(C) The health carrier shall ensure that the individuals conducting the 
second level review of the first level review decision have appropriate 
expertise or have access to appropriate expertise that consists of similar 
knowledge and training or specialty that typically is involved in managing 
the medical condition, procedure or treatment that is the subject of the 
grievance under second level review. 

(D) No member of the review panel shall have a direct financial interest 
in the outcome of the second level review. 

(d) The procedures for conducting the second level review shall include the 

provisions described in subdivisions (d)(1)-(5): 

(1) The review panel shall schedule and hold the second level review 

within sixty (60) business days after the date of receipt of the request for a 
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second level review; J 

(A) The aggrieved person shall be notified in writing at least fifteen (15) 
business days in advance of the date of the second level review; 

(B) The health carrier shall not unreasonably deny a request for 
postponement of the second level review made by the aggrieved person; 
(2) The second level review shall be held during regular business hours at 

a location that meets the guidelines established by the Americans with 
Disabilities Act (42 U.S.C. § 1201 et seq.), to the aggrieved person; 

(3) In cases where an in-person second level review is not practical for 
geographic reasons, or any other reason, a health carrier shall offer the 
aggrieved person the opportunity to communicate with the review panel, at 
the health carrier’s sole expense, by conference call or other appropriate 
technology as determined by the health carrier; 

(4) The review panel shall provide the aggrieved person notice of the right 
to have an attorney present at the second level review; and 

(5) The review panel shall issue a written or electronic decision, as 
provided in subsection (e), to the aggrieved person within five (5) business 
days of completing the second level review meeting. 

(e) A decision issued pursuant to this section shall include the: 

(1) Titles and qualifying credentials of the reviewers on the review panel; 

(2) Statement of the review panel’s understanding of the nature of the 
grievance and all pertinent facts; 

(3) Rationale for the review panel’s decision; 

(4) Reference to evidence or documentation considered by the review 
panel in rendering its decision; and 

(5) In cases concerning a grievance involving an adverse determination: 

(A) Instructions for requesting a written statement of the clinical 
rationale, including the clinical review criteria used to make the determi- 
nation; and 

(B) If applicable, a statement describing the procedures for obtaining 
an external review of the adverse determination pursuant to this chapter. 


History. Section to Section References. 
Acts 2010, ch. 980, § 9. This section is referred to in §§ 56-61-105, 


Cross-References. OB AUD Bop ter SO 


Confidentiality of public records, § 10-7-504. 


56-61-109. Establishment of written procedures for expedited review 
of urgent care requests of grievances involving adverse 
determination. 


(a) A health carrier shall establish written procedures for the expedited 
review of urgent care requests of grievances involving an adverse determina- 
tion. 

(b) In addition to subsection (a), a health carrier shall provide expedited 
review of a grievance involving an adverse determination with respect to 
concurrent review of urgent care requests involving an admission, availability 
of care, continued stay or healthcare service for a covered person who has 
received emergency services, but has not been discharged from a facility. 
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(c) The procedures shall allow an aggrieved person to request an expedited 
review under this section orally, in writing or electronically. 

(d) A health carrier shall appoint an appropriate clinical peer, or peers as 
would typically manage the case being reviewed, to review the adverse 
determination. The clinical peer or peers shall not have been involved in 
rendering the initial adverse determination. 

(e) In an expedited review, the health carrier shall provide or transmit all 
necessary documents and information considered when making the adverse 
determination to the aggrieved person participating in the expedited review 
process electronically or by telephone, facsimile or any other expeditious 
method available. 

(f)(1) An expedited review decision shall be rendered and the aggrieved 

person shall be notified of the decision in accordance with subsection (h) as 

expeditiously as the covered person’s medical condition requires, but in no 
event more than seventy-two (72) hours after the receipt of the request for 
the expedited review. 

(2) If the expedited review is of a grievance involving an adverse deter- 
mination with respect to a concurrent review of an urgent care request, the 
service shall be continued until the covered person or covered person’s 
authorized representative has been notified of the determination or until the 
healthcare provider determines that the urgent care is no longer appropriate 
or necessary. 

(g) For purposes of calculating the time periods within which a decision is 
required to be rendered under subsection (f), the time period within which the 
decision is required to be rendered shall begin on the date that the request is 
filed with the health carrier in accordance with the health carrier’s procedures 
established pursuant to § 56-61-107; without regard to whether all the 
information necessary to make the determination accompanies the filing. 

(h)(1) A notification of a decision under this section shall, in a manner 

calculated to be understood by the aggrieved person, set forth: 

(A) The titles and qualifying credentials of the person or persons 
participating in the expedited review process; 

(B) A statement of the reviewers’ understanding of the grievance; 

(C) The reviewers’ decision in clear terms and the contract basis or 
medical rationale in sufficient detail for the aggrieved person to respond 
further to the health carrier’s position; 

(D) A reference to the evidence or documentation used as the basis for 
the decision; and 

(E) If the decision involves an adverse determination, the notice shall 
provide: 

(i) The specific reason or reasons for the adverse determination; 

(ii) Reference to the specific plan provisions on which the determina- 
tion is based; 

(iii) A description of any additional material or information necessary 
for the covered person to complete the request, including an explanation 
of why the material or information is necessary to complete the request; 

(iv) If the health carrier relied upon an internal rule, guideline, 
protocol or other similar criterion, effective at the time of service, to 
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make the adverse determination, either the specific rule, guideline, 
protocol or other similar criterion or a statement that a specific rule, 
guideline, protocol or other similar criterion was relied upon to make the 
adverse determination and a copy of the rule, guideline, protocol or 
other similar criterion will be provided free of charge to the aggrieved 
person upon request; 

(v) If the adverse determination is based on medical necessity, an 
explanation of the criteria for making the determination, applying the 
terms of the health benefit plan to the covered person’s medical 
circumstances or a statement that an explanation will be provided to the 
aggrieved person free of charge upon request; 

(vi) If applicable, instructions for requesting: 

(a) Acopy of the rule, guideline, protocol or other similar criterion 
relied upon in making the adverse determination in accordance with 
subdivision (h)(1)(E)Gv); or 

(b) The written statement of the criteria for the adverse determi- 
nation in accordance with subdivision (h)(1)(E)(v); and 
(vii) Astatement describing the procedures for obtaining an external 

review of the adverse determination pursuant to this chapter. 
(2)(A) A health carrier may provide the notice required under this section 
orally, in writing or electronically. 

(B) If notice of the adverse determination is provided orally, the health 
carrier shall provide written or electronic notice of the adverse determi- 
nation within three (3) days following such oral notification. 


History. 
Acts 2010, ch. 980, § 10. 


Section to Section References. 
This section is referred to in §§ 56-61-106, 
56-61-1138, 56-61-117. 


56-61-110. Rules and regulations. 


The commissioner may, after notice and hearing, promulgate reasonable 
rules and regulations to carry out this chapter. Such rules and regulations 
shall be subject to review in accordance with the Uniform Administrative 
Procedures Act, compiled in title 4, chapter 5. 


History. 
Acts 2010, ch. 980, § 11. 


56-61-111. Penalties for violations. 


A person that violates this chapter shall be subject to the penalties set forth 
in § 56-2-305. 


History. 
Acts 2010, ch. 980, § 12. 


56-61-112. Elections for conducting external review program. 


(a) For purposes of this section, “approved entity” means: 
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(1) The utilization review accreditation commission (URAC); or 

(2) Other nationally recognized private accrediting entity employing 
standards for the accreditation of external review programs that the 
commissioner deems are substantially equivalent to the standards for 

conducting an external review pursuant to §§ 56-61-113 — 56-61-118. 

(b) A health carrier may elect, in writing to the commissioner, to conduct its 
external review program in accordance with: 

(1) Sections 56-61-113 — 56-61-118, or 

(2) The external review program of an approved entity; provided, that the 
health carrier receives and maintains accreditation from the approved 
entity. Sections 56-61-120 and 56-61-121 shall not apply to a health carrier 
that receives and maintains accreditation from the approved entity. 

(c) The commissioner may evaluate the external review procedures of an 
approved entity. If after a hearing is conducted in accordance with the Uniform 
Administrative Procedures Act, compiled in title 4, chapter 5, the commis- 
sioner finds that an approved entity has amended its external review proce- 
dures to the extent that such procedures are no longer consistent with the 
purposes of this chapter, the commissioner shall issue a written order 
specifying in what respects those procedures are inconsistent. 

(d) Ahealth carrier that has elected to conduct its external review program 
in accordance with the standards of an approved entity, that is the subject of 
the commissioner’s order issued pursuant to subsection (c), shall have sixty 
(60) days from the effective date of the commissioner’s order to: 

(1) Elect, in writing, to utilize another external review program under 
subsection (b); or 

(2) Demonstrate to the commissioner’s satisfaction that the approved 
entity has subsequently amended its procedures so that such procedures are 
consistent with the purposes of this chapter. 


History. 
Acts 2010, ch. 980, § 13. 


56-61-113. Notice of right to external review. 


(a) Ahealth carrier shall notify the aggrieved person in writing of the right 
to request an external review to be conducted pursuant to §§ 56-61-116 and 
56-61-118 and include the appropriate statements and information set forth in 
subsection (b) at the same time that the health carrier sends written notice of 
a final adverse determination. As part of the written notice required under this 
subsection (a), a health carrier shall include the following, or substantially 
equivalent language: 

We have denied your request for the provision of or payment for a 
healthcare service or course of treatment. You have the right to have 
our decision reviewed by healthcare professionals who have no 
association with us if our decision involved making a judgment as to 
the medical necessity, appropriateness, healthcare setting, level of 
care or effectiveness of the healthcare service or treatment you 
requested by submitting a written request for external review to us. 
(b) The health carrier shall include the following in the notice required 
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under subsection (a): i 
(1) For a notice related to an adverse determination, a statement inform- 
ing the aggrieved person that: 

(A) If the covered person has a medical condition where the timeframe 
for completion of an expedited review of a grievance involving an adverse 
determination set forth in § 56-61-109 would seriously jeopardize the life 
or health of the covered person or would jeopardize the covered person’s 
ability to regain maximum function, the aggrieved person may file a 
request for an expedited external review to be conducted pursuant to 
§ 56-61-117; 

(B) The aggrieved person may file a grievance under the health carrier’s 
internal grievance process as set forth in § 56-61-107. An aggrieved 
person shall be considered to have exhausted the health carrier’s internal 
grievance process for purposes of this section, if the aggrieved person: 

(i) Has filed a grievance involving an adverse determination pursu- 
ant to § 56-61-107; and 
(ii) Has not received a written decision on the grievance from the 
health carrier within thirty (30) days for prospective review determina- 
tions and sixty (60) days for retrospective review determinations follow- 
ing the date the aggrieved person filed the grievance with the health 
carrier unless the aggrieved person requested or agreed to a delay; 
(2) For a notice related to a final adverse determination, a statement 
informing the aggrieved person that: 

(A) If the covered person has a medical condition where the timeframe 
for completion of a standard external review pursuant to § 56-61-116 or 
§ 56-61-118 would seriously jeopardize the life or health of the covered 
person or would jeopardize the covered person’s ability to regain maxi- 
mum function, the aggrieved person may file a request for an expedited 
external review pursuant to § 56-61-117 or § 56-61-118(n); 

(B) If the final adverse determination concerns an admission, availabil- 
ity of care, continued stay or healthcare service for which the covered 
person received emergency services, but has not been discharged from a 
facility, the aggrieved person may file a request for an expedited external 
review pursuant to § 56-61-117 or § 56-61-118(n). 

(c) In addition to the information to be provided pursuant to subdivision 
(b)(1), the health carrier shall include a copy of the description of both the 
standard and expedited external review procedures highlighting the provi- 
sions in the external review procedures that give the aggrieved person the 
opportunity to submit additional information and any forms used to process an 
external review. 

(d) As part of any forms provided under subdivision (b)(2), the health carrier 
shall include an authorization form that complies with the requirements of 45 
CFR 164.508, by which the covered person, for purposes of conducting an 
external review under this chapter, authorizes the health carrier and the 
covered person’s treating healthcare provider to disclose protected health 
information, including, but not limited to, medical records concerning the 
covered person that are pertinent to the external review. 


— - — — 
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History. This section is referred to in §§ 56-61-116 
Acts 2010, ch. 980, § 14. and 56-61-118. 


Section to Section References. 
Sections 56-61-113 — 56-61-118 are referred 
to in § 56-61-112. 


56-61-114. Request for external review. 


(a) Except for a request for an expedited external review as set forth in 
§ 56-61-117 or § 56-61-118(n), all requests for external review shall be made 
in writing to the health carrier. 

(b) Unless otherwise set forth by this chapter, an aggrieved person may file 
a request for external review after the receipt of a final adverse determination. 


History. 
Acts 2010, ch. 980, § 15. 


Section to Section References. 
Sections 56-61-113 — 56-61-118 are referred 
to in § 56-61-112. 


56-61-115. Exhaustion of internal grievance process. 


(a) Except as provided in subsection (b), a request for an external review 
pursuant to § 56-61-116 or § 56-61-118 shall not be made until the aggrieved 
person has exhausted the health carrier’s internal grievance process as set 
forth in this chapter. 

(1) An aggrieved person shall be considered to have exhausted the health 
carrier's internal grievance process for purposes of this section, if the 
aggrieved person: 

(A) Has filed a grievance involving an adverse determination pursuant 
to § 56-61-107; and 

(B) Has not received a written decision on the grievance from the health 
carrier within thirty (30) days for prospective review determinations and 
sixty (60) days for retrospective review determinations following the date 
that the aggrieved person filed the grievance with the health carrier 
unless the aggrieved person requested or agreed to a delay. 

(2) Notwithstanding subdivision (a)(1)(B), an aggrieved person may not 
file a request for an external review of an adverse determination involving a 
retrospective review determination until the covered person has exhausted 
the health carrier’s internal grievance process. 

(b) A request for an external review of an adverse determination may be 
filed before the covered person has exhausted the health carrier’s internal 
grievance procedures, as set forth in § 56-61-107, whenever the health carrier 
agrees to waive the exhaustion requirement. 

(c) If the requirement to exhaust the health carrier’s internal grievance 
procedures is waived pursuant to subsection (b), the aggrieved person may file 
a request in writing for a standard external review as set forth in § 56-61-116 
or § 56-61-118. 
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History. This section is referred to in §§ 56-61-116, 
Acts 2010, ch. 980, § 16. 56-61-118. if 


Section to Section References. 
Sections 56-61-113 — 56-61-118 are referred 
to in § 56-61-112. 


56-61-116. Standard external review. 


(a) Within six (6) months after the date of receipt of a notice of an adverse 
determination or final adverse determination pursuant to § 56-61-113, an 
aggrieved person may file a request for an external review with the health 
carrier. 

(b) Within ten (10) business days following the date of receipt of the copy of 
the external review request, the health carrier shall complete a preliminary 
review of the request to determine whether: 

(1) The individual is or was a covered person in the health benefit plan at 
the time that the healthcare service was requested or, in the case of a 
retrospective review, was a covered person in the health benefit plan at the 
time that the healthcare service was provided; 

(2) The healthcare service that is the subject of the adverse determination 
or the final adverse determination is a covered service under the covered 
person’s health benefit plan; 

(3) The covered person has exhausted the health carrier’s internal griev- 
ance process as set forth in this chapter unless the covered person is not 
required to exhaust the health carrier’s internal grievance process pursuant 
to § 56-61-115; and 

(4) The covered person has provided all the information and forms 
required to process an external review, including the release form provided 
pursuant to § 56-61-113. 

(c) Within three (3) business days after completion of the preliminary 
review, the health carrier shall notify the aggrieved person in writing whether: 

(1) The request is complete; and 

(2) The request is eligible for external review. 

(d) If the request set out in subsection (a): 

(1) Is not complete, the health carrier shall notify the aggrieved person in 
writing and include in the notice what information or materials are needed 
to make the request complete; or 

(2) Is not eligible for external review, the health carrier shall notify the 
agerieved person in writing and include in the notice the reasons for its 
ineligibility. 

(e) The notice of initial determination shall include a statement informing 
the aggrieved person that a health carrier’s initial determination that the 
external review request is ineligible for review may be appealed to the 
commissioner. 

(f) The commissioner may determine that a request is eligible for external 
review under this chapter notwithstanding a health carrier’s initial determi- 
nation that the request is ineligible and require that it be referred for external 
review. 

(1) In making a determination under this subsection (f), the commission- 
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er’s decision shall be made in accordance with the terms of the covered 

person’s health benefit plan and shall be subject to all applicable provisions 

of this chapter. 

(2) Whenever the health carrier or commissioner determines that a 
request is eligible for external review following the preliminary review 
conducted pursuant to subdivision (c)(2), within three (3) business days after 
the determination by the health carrier or within three (3) business days 
after the date of receipt of the determination by the commissioner, the health 
carrier shall notify the aggrieved person in writing of the request’s eligibility 
and acceptance for external review. 

(g) The health carrier shall include in the notice provided to the aggrieved 
person, a statement that additional information may be submitted in writing 
to the external review organization within six (6) business days following the 
date of receipt of the notice provided pursuant to subdivision (f)(2), and that 
the external review organization shall consider such additional information 
when conducting the external review. The external review organization is not 
required to, but may, accept for consideration such additional information 
submitted by the aggrieved person after six (6) business days. The external 
review organization shall forward to the health carrier any information 
received from an aggrieved person no later than one (1) business day after the 
date the information is received by the external review organization. 

(h) Within six (6) business days after the date of receipt of the notice 
provided pursuant to subsection (g), the health carrier shall provide to the 
external review organization any documents and information considered in 
making the adverse determination or final adverse determination. 

(1) Failure by the health carrier to provide the documents and informa- 
tion within the time specified in this subsection (h) shall not delay the 
external review. 

(2) If the health carrier fails to provide the documents and information 
within the time specified in this subsection (h), the external review organi- 
zation may terminate the external review and make a decision to reverse the 
adverse determination or final adverse determination. 

(3) The external review organization shall notify the health carrier within 
one (1) business day of its decision to reverse the adverse determination or 
final adverse determination pursuant to subdivision (h)(2). The health 
carrier shall notify the aggrieved person within three (3) business days of the 
external review organization’s decision. 

(i) The external review organization shall review all of the information and 
documents received within six (6) business days pursuant to subsection (g) and 
any other information submitted in writing by the aggrieved person. 

(j) Upon receipt of the information required to be forwarded pursuant to 
subsection (g), the health carrier may reconsider its final adverse determina- 
tion that is the subject of the external review. 

(1) Reconsideration by the health carrier of its final adverse determina- 
tion shall not delay or terminate the external review. 

(2) The external review may only be terminated by the health carrier if 
the health carrier decides, upon completion of its reconsideration, to reverse 
its final adverse determination and provide coverage or payment for the 
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healthcare service that is the subject of the adverse determination or final 

adverse determination. If the health carrier reverses its previous determi- 

nations pursuant to this subsection (j), the health carrier shall not at a later 
date reverse its reversal. 

(3) Within three (3) business days after making the decision to reverse its 
adverse determination or final adverse determination, the health carrier 
shall notify the aggrieved person and the external review organization in 
writing of its decision. The external review organization shall terminate the 
external review upon receipt of the notice from the health carrier sent 
pursuant to this subdivision (j)(3). 

(k) In addition to the documents and information provided pursuant to 
subsections (g) and (h), the external review organization, to the extent that the 
information or documents are available and the external review organization 
considers them appropriate, shall consider the following in reaching a decision: 

(1) The covered person’s pertinent medical records; 

(2) The attending healthcare professional’s recommendation; 

(3) The consulting reports from appropriate healthcare professionals and 
other documents submitted by the aggrieved person or the covered person’s 
treating physician or healthcare professional; 

(4) The terms of coverage under the covered person’s health benefit plan 
with the health carrier to ensure that the external review organization’s 
decision is not contrary to the terms of coverage under the covered person’s 
health benefit plan with the health carrier; 

(5) Any applicable clinical review criteria developed and used by the 
health carrier; 

(6) The most appropriate practice guidelines, which shall include appli- 
cable medical or scientific evidence based standards; 

(7) Findings, studies or research conducted by or under the auspices of 
federal government agencies and nationally recognized federal research 
institutes, including: 

(A) The agency for healthcare research and quality; 

(B) The national institutes of health; 

(C) The national cancer institute; 

(D) The national academy of sciences; 

(E) The centers for medicare & medicaid services; 

(F) The federal food and drug administration; and 

(G) Any national board recognized by the national institutes of health 
for the purpose of evaluating the medical value of healthcare services; and 

(8) The opinion of the external review organization’s clinical reviewer or 
reviewers after considering subdivisions (k)(1)-(7), to the extent the infor- 
mation or documents are available and the clinical reviewer or reviewers 
consider appropriate. 

(1) In reaching a decision, the external review organization is not bound by 
any decisions or conclusions reached during the health carrier’s internal 
grievance process as set forth in this chapter. However, the external review 
organization shall be bound by the terms and conditions of the covered person’s 
health benefit plan. 

(m) Within forty (40) days after the date of receipt of the request for an 
external review, the external review organization shall provide written notice 
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of its decision to uphold or reverse the adverse determination or the final 
adverse determination to the health carrier. 

(n) Within two (2) calendar days after rendering the decision under subsec- 
tion (m), the external review organization shall notify the health carrier. 
Within three (3) calendar days after receiving the decision from the external 
review organization, the health carrier shall notify the aggrieved person of the 
external review organization’s decision to uphold or reverse the adverse 
determination or final adverse determination. If the decision involved health- 
care provider compensation, the health carrier shall make appropriate pay- 
ment to the healthcare provider within ten (10) business days of the receipt of 
a notice of the external review organization’s decision. 

(o) The external review organization shall include in the notice sent 
pursuant to subsection (m): 

(1) A general description of the reason for the request for external review; 

(2) The date that the external review organization received the assign- 
ment from the health carrier to conduct the external review; 

(3) The date that the external review was conducted; 

(4) The date of the external review organization’s decision; 

(5) The principal reason or reasons for the external review organization’s 
decision, including any applicable, medical or scientific evidence based 
standards used as a basis for its decision; 

(6) The rationale for the external review organization’s decision; and 

(7) References to the evidence or documentation, including the medical or 
scientific evidence based standards, considered in reaching the external 
review organization’s decision. 

(p) Upon receipt of a notice of a decision pursuant to subsection (m) 
reversing the adverse determination or final adverse determination, the health 
carrier shall immediately approve the coverage that was the subject of the 
adverse determination or final adverse determination. If the decision involved 
healthcare provider compensation, the health carrier shall make appropriate 
payment to the healthcare provider within ten (10) business days of the receipt 
of a notice of the external review organization’s decision. 

(q) The health carrier, regardless of utilization review accreditation com- 
mission (URAC) accreditation, shall have a contract with at least two (2) or 
more external review entities and may give the aggrieved person the oppor- 
tunity to select, from among the external review organizations that the health 
carrier has contracts with, the external review organization to conduct the 
review; provided, however, that the commissioner may require assignments of 
external review organizations on a random basis if such random assignment is 
required per the direction of the United States department of health and 
human services. The commissioner is hereby granted emergency rulemaking 
authority to implement random assignments pursuant to this subsection (q). 


History. This section is referred to in §§ 56-61-1138, 
Acts 2010, ch. 980, § 17; 2011, ch. 206,§ 1; 56-61-115, 56-61-117, 56-61-123. 
2013, ch. 106, §§ 1-4. 


Section to Section References. 
Sections 56-61-113 — 56-61-118 are referred 
to in § 56-61-112. 


56-61-117 INSURANCE 720 


56-61-117. Expedited external review. 


4 


(a) Except as provided in subsection (f), an aggrieved person may make a 
request for an expedited external review with the health carrier at the time the 
aggrieved person receives: 

(1) An adverse determination if: 

(A) The adverse determination involves a medical condition of the 
covered person for which the timeframe for completion of an expedited 
internal review of a grievance involving an adverse determination set 
forth in § 56-61-109 would seriously jeopardize the life or health of the 
covered person or would jeopardize the covered person’s ability to regain 
maximum function; and 

(B) The aggrieved person has filed a request for an expedited review of 
a grievance involving an adverse determination as set forth in § 56-61- 
109; or 
(2) A final adverse determination: 

(A) If the covered person has a medical condition where the timeframe 
for completion of a standard external review pursuant to § 56-61-116 
would seriously jeopardize the life or health of the covered person or would 
jeopardize the covered person’s ability to regain maximum function; or 

(B) If the final adverse determination concerns an admission, availabil- 
ity of care, continued stay or healthcare service for which the covered 
person received emergency services, but has not been discharged from a 
facility. 

(b)(1) Immediately upon receipt of the request, the health carrier shall 

determine whether the request meets the reviewability requirements set 

forth in § 56-61-116. The health carrier shall immediately notify the 
aggrieved person of its eligibility determination regarding the availability of 
external review. 

(2) The notice of initial determination shall include a statement informing 
the aggrieved person that a health carrier’s initial determination that an 
external review request is ineligible for review and that the aggrieved person 
may file a complaint with the commissioner. 

(A) The commissioner may determine that a request is eligible for 
external review notwithstanding a health carrier’s initial determination 
that the request is ineligible and that it be referred to external review. 

(B) In making a determination under subdivision (b)(2)(A), the commis- 
sioner’s decision shall be made in accordance with the terms of the covered 
person’s health benefit plan and shall be subject to all applicable provi- 
sions of this chapter. 

(c) Upon making a determination that a request is eligible for expedited 
external review, the health carrier shall immediately notify the aggrieved 
person in writing that the request is eligible for external review. 

(d) At the same time, the health carrier shall immediately notify the 
external review organization and provide or transmit all necessary documents 
and information considered when making the adverse determination or final 
adverse determination electronically or by telephone, facsimile or any other 
expeditious method available. 





721 HEALTH CARRIER GRIEVANCE AND EXTERNAL REVIEW 56-61-117 


(e) In addition to the documents and information provided or transmitted 
pursuant to subsection (d), the external review organization, to the extent that 
the information or documents are available and the external review organiza- 
tion considers them appropriate, shall consider the following in reaching a 
decision: 

(1) The covered person’s pertinent medical records; 

(2) The attending healthcare professional’s recommendation; 

(3) Consulting reports from appropriate healthcare professionals and 
other documents submitted by the health carrier or the aggrieved person; 

(4) The terms of coverage under the covered person’s health benefit plan 
with the health carrier to ensure that the external review organization’s 
decision is not contrary to the terms of coverage under the covered person’s 
health benefit plan with the health carrier; 

(5) The most appropriate practice guidelines, which shall include medical 
or scientific evidence based standards; 

(6) Applicable clinical review criteria developed and used by the health 
carrier in making adverse determinations; 

(7) Findings, studies or research conducted by or under the auspices of 
federal government agencies and nationally recognized federal research 
institutes, including: 

(A) The federal agency for healthcare research and quality; 

(B) The national institutes of health; 

(C) The national cancer institute; 

(D) The national academy of sciences; 

(E) The centers for medicare & medicaid services; 

(F) The federal food and drug administration; and 

(G) Any national board recognized by the national institutes of health 
for the purpose of evaluating the medical value of healthcare services; and 

(8) The opinion of the external review organization’s clinical reviewer or 
reviewers after considering subdivisions (e)(1)-(7) to the extent that the 
information and documents are available and the clinical reviewer or 
reviewers consider appropriate. 

(f)(1)(A) As expeditiously as the covered person’s medical condition or 
circumstances requires, but in no event more than seventy-two (72) hours 
after the date of receipt of the request for an expedited external review 
that meets the reviewability requirements, the external review organiza- 
tion shall make a decision to uphold or reverse the adverse determination 
or final adverse determination; and 

(B) Notify the health carrier of the decision and the health carrier must 
immediately notify the aggrieved person of the external review organiza- 
tion’s decision. The aggrieved person must receive the decision of the 
expedited external review within seventy-two (72) hours after the date of 
receipt of the request for expedited external review. 

(2)(A) If the notice provided pursuant to subdivision (f)(1) was not in 
writing, within forty-eight (48) hours after the date of providing such 
notice, the external review organization shall provide written confirma- 
tion of the decision to the health carrier; and include the information set 
forth in this section. 
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(B) The health carrier shall immediately notify the aggrieved person 
of the external review organization’s decision and include the informa- 
tion set forth in this section. 

(C) Upon receipt of notice of the decision rendered pursuant to 
subdivision (f)(1) reversing the adverse determination or final adverse 
determination, the health carrier shall immediately approve the cover- 
age that was the subject of the adverse determination or the final 
adverse determination. 

(g) An expedited external review shall not be provided for retrospective 
adverse determinations or final adverse determinations. 


History. This section is referred to in §§ 56-61-1138, 
Acts 2010, ch. 980, § 18. 56-61-114. 


Section to Section References. 
Sections 56-61-113 — 56-61-118 are referred 
to in § 56-61-112. 


56-61-118. Requests for external review when service or treatment 
determined to be investigational. 


(a) Within six (6) months after the date of receipt of a notice of an adverse 
determination or final adverse determination that involves a denial of coverage 
based on a determination that the healthcare service or treatment recom- 
mended or requested is investigational, an aggrieved person may file a request 
for external review with the health carrier. 

(b) Within ten (10) business days following the date of receipt of the copy of 
the external review request, the health carrier shall conduct and complete a 
preliminary review of the request to determine whether: 

(1) The individual is or was a covered person in the health benefit plan at 
the time that the healthcare service or treatment was recommended or 
requested or, in the case of a retrospective review, was a covered person in 
the health benefit plan at the time that the healthcare service or treatment 
was provided; 

(2) The recommended or requested healthcare service or treatment that is 
the subject of the adverse determination or final adverse determination: 

(A) Is a covered benefit under the covered person’s health benefit plan 
except for the health carrier’s determination that the service or treatment 
is experimental or investigational for a particular medical condition; and 

(B) Is not explicitly listed as an excluded benefit under the covered 
person’s health benefit plan with the health carrier; 

(3) The covered person’s treating physician has certified that one (1) of the 
following situations is applicable: 

(A) Standard healthcare services or treatments have not been effective 
in improving the condition of the covered person; 

(B) Standard healthcare services or treatments are not medically 
appropriate for the covered person; or 

(C) There is no available standard healthcare service or treatment 
covered by the health carrier that is more beneficial than the recom- 
mended or requested healthcare service; or 

(4) The covered person’s treating physician: 
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(A) Has recommended a healthcare service or treatment that the 
physician certifies, in writing, is likely to be more beneficial to the covered 
person, in the physician’s opinion, than any available standard healthcare 
services or treatments; or 

(B) Who is a licensed, board certified or board eligible physician 
qualified to practice in the area of medicine appropriate to treat the 
covered person’s condition, has certified in writing that scientifically valid 
studies using accepted protocols demonstrate that the healthcare service 
or treatment requested by the covered person that is the subject of the 
adverse determination or final adverse determination is likely to be more 
beneficial to the covered person than any available standard healthcare 
services or treatments; 

(5) The aggrieved person has exhausted the health carrier’s internal 
grievance process as set forth in this chapter unless the aggrieved person is 
not required to exhaust the health carrier’s internal grievance process 
pursuant to § 56-61-115; and 

(6) The aggrieved person has provided all the information and forms that 
are necessary to process an external review, including the release form 
provided under § 56-61-113. 

(c) Within three (3) business days after completion of the preliminary 
review, the health carrier shall notify the aggrieved person in writing whether: 

(1) The request is complete; and 

(2) The request is eligible for external review. 

(d) If the request set out in subsection (a): 

(1) Is not complete, the health carrier shall notify the aggrieved person, in 
writing, and include in the notice what information or materials are needed 
to make the request complete; or 

(2) Is not eligible for external review, the health carrier shall notify the 
aggrieved person in writing and include in the notice the reasons for its 
ineligibility. 

(e) The notice of initial determination shall include a statement informing 
the aggrieved person that a health carrier’s initial determination that the 
external review request is ineligible for review may be appealed to the 
commissioner. 

(f)(1) The commissioner may determine that a request is eligible for exter- 

nal review under this chapter notwithstanding a health carrier’s initial 

determination that the request is ineligible and require that it be referred 
for external review. 

(2) In making a determination under this subsection (f), the commission- 
er’s decision shall be made in accordance with the terms of the covered 
person’s health benefit plan and shall be subject to all applicable provisions 
of this chapter. 

(g)(1) Whenever the health carrier or commissioner determines that a 

request is eligible for external review following the preliminary review 

conducted pursuant to subdivision (c)(2), within three (3) business days after 
the determination by the health carrier or within three (3) business days 
after the date of receipt of the determination by the commissioner, the health 
carrier shall notify the aggrieved person in writing of the request’s eligibility 
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and acceptance for external review. 

(2) The health carrier shall include in the notice provided to the aggrieved 
person, a statement that additional information may be submitted in writing 
to the health carrier, within six (6) business days following the date of receipt 
of the notice provided pursuant to this subsection (g), that the external 
review organization shall consider when conducting the external review. The 
health carrier is not required to, but may, accept and forward to the external 
review organization for consideration such additional information submitted 
by the aggrieved person after six (6) business days. 

(3) Within one (1) business day after the receipt of the notice of the 
request to conduct external review, the external review organization shall: 

(A) Select one (1) or more clinical reviewers, as it determines is 
appropriate, pursuant to subsection (0) to conduct the external review; and 

(B) Based on the opinion of the clinical reviewer, or opinions if more 
than one (1) clinical reviewer has been selected to conduct the external 
review, make a decision to uphold or reverse the adverse determination or 
final adverse determination. 

(4) In selecting clinical reviewers pursuant to subdivision (g)(3), the 
external review organization shall select physicians or other healthcare 
professionals who meet the minimum qualifications described in § 56-61- 
121 and, through clinical experience in the past three (3) years, are experts 
in the treatment of the covered person’s condition and knowledgeable about 
the recommended or requested healthcare service or treatment. 

(5) Neither the aggrieved person nor the health carrier shall choose or 
control the choice of the physicians or other healthcare professionals selected 
to conduct the external review. 

(6) In accordance with subsection (h), each clinical reviewer shall provide 
a written opinion to the external review organization on whether the 
recommended or requested healthcare service or treatment should be 
covered. 

(7) In reaching an opinion, clinical reviewers are not bound by any 

decisions or conclusions reached during the health carrier’s internal griev- 
ance process. 
(h)(1) Within six (6) business days after the date of receipt of the notice 
provided pursuant to subsections (c) or (f), the health carrier shall provide to 
the external review organization, any documents and information consid- 
ered in making the adverse determination or the final adverse 
determination. 

(2) Failure by the health carrier to provide the documents and informa- 
tion within the time specified in subsection (h) shall not delay the conduct of 
the external review. 

(3) If the health carrier fails to provide the documents and information 
within the time specified in subsection (h), the external review organization 
may terminate the external review and make a decision to reverse the 
adverse determination or final adverse determination. 

(4) The external review organization shall notify the health carrier within 
one (1) business day of its decision to reverse the adverse determination or 
final adverse determination pursuant to subdivision (h)(3). The health 
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carrier shall notify the aggrieved person within three (3) business days of the 

external review organization’s decision. 

(i) Each clinical reviewer selected pursuant to subdivision (g)(3) shall 
review all of the information and documents received pursuant to subdivision 
(g)(2) and any other information submitted in writing by the aggrieved person. 

(j(1) Upon receipt of the information required to be forwarded pursuant to 

subdivision (g)(2), the health carrier may reconsider its adverse determina- 

tion or final adverse determination that is the subject of the external review. 

(2) Reconsideration by the health carrier of its adverse determination or 
final adverse determination shall not delay or terminate the external review. 

(3) The external review may terminate only if the health carrier decides, 
upon completion of its reconsideration, to reverse its adverse determination 
or final adverse determination and provide coverage or payment for the 
recommended or requested healthcare service or treatment that is the 
subject of the adverse determination or final adverse determination. 

(4) Within three (3) business days after making the decision to reverse its 
adverse determination or final adverse determination, the health carrier 
shall notify the aggrieved person of its decision in writing. 

(5) The external review organization shall terminate the external review 
upon receipt of the notice from the health carrier sent pursuant to subdivi- 
sion (j)(4). 

(k) Within twenty (20) days after being selected in accordance with subdi- 
vision (g)(3) to conduct the external review, each clinical reviewer shall provide 
an opinion to the external review organization on whether the recommended or 
requested healthcare service or treatment should be covered. Each clinical 
reviewer's opinion shall be in writing and include the following information: 

(1) A description of the covered person’s medical condition; 

(2) A description of the indicators relevant to determining whether there 
is sufficient evidence to demonstrate that the recommended or requested 
healthcare service or treatment is more likely than not to be beneficial to the 
covered person than any available standard healthcare services or treat- 
ments and the adverse risks of the recommended or requested healthcare 
service or treatment would not be substantially increased over those 
available standard healthcare services or treatments; 

(3) Adescription and analysis of any medical or scientific evidence, as that 
term is defined by this chapter; and 

(4) Information on whether the reviewer’s rationale for the opinion is 
based on subdivision (/)(5). 

(1) In addition to the documents and information provided pursuant to 
subsection (g), each clinical reviewer, to the extent that the information or 
documents are available and the reviewer considers appropriate, shall con- 
sider the following in reaching an opinion pursuant to subsection (k): 

(1) The covered person’s pertinent medical records; 

(2) The attending physician or healthcare professional’s recommendation; 

(3) Consulting reports from appropriate healthcare professionals and 
other documents submitted by the health carrier, aggrieved person, or the 
covered person’s treating physician or healthcare professional; 

(4) The terms of coverage under the covered person’s health benefit plan 
with the health carrier to ensure that, but for the health carrier’s determi- 
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nation that the recommended or requested healthcare service or treatment 
that is the subject of the opinion is experimental or investigational, the 
reviewer's opinion is not contrary to the terms of coverage under the covered 
person’s health benefit plan with the health carrier; and 

(5) Whether: 

(A) The recommended or requested healthcare service or treatment has 
been approved by the federal food and drug administration, if applicable, 
for the condition; or 

(B) Medical or scientific evidence based standards that demonstrate 
that the expected benefits of the recommended or requested healthcare 
service or treatment is more likely than not to be beneficial to the covered 
person than any available standard healthcare service or treatment and 
the adverse risks of the recommended or requested healthcare service or 
treatment would not be substantially increased over those of available 
standard healthcare services or treatments. 

(m)(1) Within twenty (20) days after the date it receives the opinion of each 
clinical reviewer, the external review organization shall make a decision and 
provide written notice of the decision to the health carrier. The health carrier 
shall notify the aggrieved person within three (3) business days of the 
external review organization decision. 

(2) If a majority of the clinical reviewers recommend that the recom- 
mended or requested healthcare service or treatment should be covered, the 
external review organization shall render a decision to reverse the health 
carrier’s adverse determination or final adverse determination. 

(3) If a majority of the clinical reviewers recommend that the recom- 
mended or requested healthcare service or treatment should not be covered, 
the external review organization shall render a decision to uphold the health 
carrier’s adverse determination or final adverse determination. 

(4) If the clinical reviewers are evenly split as to whether the recom- 
mended or requested healthcare service or treatment should be covered, 
then the external review organization shall obtain the opinion of an 
additional clinical reviewer in order for the external review organization to 
render a decision based on the opinions of a majority of the clinical 
reviewers; provided, that: 

(A) The additional clinical reviewer selected under this subdivision 
(m)(4) shall use the same information to reach an opinion as the clinical 
reviewers who have already submitted their opinions pursuant to subsec- 
tion (i); 

(B) The selection of the additional clinical reviewer under this subdivi- 
sion (m)(4) shall not extend the time within which the external review 
organization is required to render a decision based on the opinions of the 
clinical reviewers selected under subsection (g). 

(5) The external review organization shall include in the notice provided 
pursuant to this subsection (m): 

(A) A general description of the reason for the request for external 
review; . 

(B) The written opinion of each clinical reviewer, including the recom- 
mendation of each clinical reviewer as to whether the recommended or 
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requested healthcare service or treatment should be covered and the 

rationale for the clinical reviewer’s recommendation; 

(C) The date that the external review organization was notified by the 
health carrier to conduct the external review; 

(D) The date that the external review was conducted; 

(EK) The date of external review organization’s decision; 

(F) The principal reason or reasons for external review organization’s 
decision; and 

(G) The rationale for the external review organization’s decision. 

(6) Upon receipt of a notice of a decision reversing the adverse determi- 

nation or final adverse determination, the health carrier shall immediately 
approve coverage of the recommended or requested healthcare service or 
treatment that was the subject of the adverse determination or final adverse 
determination. If the decision involved healthcare provider compensation, 
the health carrier shall make appropriate payment to the healthcare 
provider within ten (10) business days of the receipt of a notice of the 
decision from the external review organization. 
(n)(1) Within six (6) months after the date of a notice of an adverse 
determination that involves a denial of coverage based upon the determina- 
tion that the healthcare service or treatment recommended or requested is 
experimental or investigational, an aggrieved person may file a request for 
an expedited external review of the adverse determination. The covered 
person’s treating physician must certify, in writing, that the recommended 
or requested healthcare service or treatment that is the subject of the 
request would be significantly less effective if not promptly initiated. 

(2) Upon notice of the request for expedited external review, the health 
carrier shall immediately determine whether the request meets the review- 
ability requirements of subsection (b). The health carrier shall immediately 
notify the aggrieved person of its eligibility determination. 

(3) The notice of initial determination shall include a statement informing 
the aggrieved person that a health carrier’s initial determination that the 
request for external review is ineligible for review and may be appealed to 
the commissioner; provided, that: 

(A) The commissioner may determine that a request is eligible for 
external review notwithstanding a health carrier’s initial determination 
that the request is ineligible and that it be referred to external review; and 

(B) In making a determination under subdivision (n)(3)(A), the commis- 
sioner’s decision shall be made in accordance with the terms of the covered 
person’s health benefit plan and shall be subject to all applicable provi- 
sions of this chapter. 

(4) Upon making a determination that a request is eligible for expedited 
external review, the health carrier shall immediately notify the aggrieved 
person in writing the request is eligible for external review. 

(5) At the same time, the health carrier shall immediately notify the 
external review organization and provide or transmit all necessary docu- 
ments and information considered when making the adverse determination 
or final adverse determination electronically or by telephone, facsimile or 
any other expeditious method available. 
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(6) Within one (1) business day after the receipt of the notice to conduct an 
expedited external review, the external review organization shall: 

(A) Select one (1) or more clinical reviewers, as it deems appropriate to 
conduct the expedited external review; 

(B) Based on the decision of the clinical reviewer or reviewers render a 
decision to uphold or reverse the decision of the adverse determination; 

(C) Require each clinical reviewer to provide an opinion, orally or in 
writing, to the external review organization as expeditiously as the 
covered person’s medical condition or circumstances requires, but in no 
event more than five (5) days after being selected; and 

(D) If the opinion was not in writing, within forty-eight (48) hours 
following the date that the opinion was provided, require the clinical 
reviewer to provide written confirmation of the opinion to the external 
review organization and include the information required in subsections 

(k) and (Z). 

(7) Upon receipt of a notice of a decision reversing the adverse determi- 
nation, the health carrier shall immediately approve the coverage of the 
recommended or requested healthcare service or treatment that was the 
subject of the adverse determination. 

(o) The health carrier, regardless of utilization review accreditation com- 
mission (URAC) accreditation, shall have a contract with at least two (2) or 
more external review entities and may give the aggrieved person the oppor- 
tunity to select, from among the external review organizations that the health 
carrier has contracts with, the external review organization to conduct the 
review; provided, however, that the commissioner may require assignments of 
external review organizations on a random basis if such random assignment is 
required per the direction of the United States department of health and 
human services. The commissioner is hereby granted emergency rulemaking 
authority to implement random assignments pursuant to this subsection (0). 


History. This section is referred to in §§ 56-61-1138, 
Acts 2010, ch. 980, § 19; 2011, ch. 206,§ 2. 56-61-114, 56-61-115. 


Section to Section References. 
Sections 56-61-113 — 56-61-118 are referred 
to in § 56-61-112. 


56-61-119. Binding nature of external review decisions. 


(a) An external review decision is binding on the health carrier except to the 
extent that the health carrier has other remedies available under applicable 
federal or state law. 

(b) An external review decision is binding on the covered person except to 
the extent that the covered person has other remedies available under 
applicable federal or state law. 

(c) An external review decision is binding on the healthcare provider except 
to the extent that the healthcare provider has other remedies available under 
applicable federal or state law. 

(d) An aggrieved person may not file a debe rae request for external 
review involving the same adverse determination or final adverse determina- 
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tion for which the covered person has already received an external review 
decision pursuant to this chapter. 


History. 
Acts 2010, ch. 980, § 20. 


56-61-120. Approval of external review organizations. 


(a) The commissioner shall approve external review organizations eligible 
to conduct external reviews under this chapter. 

(b) In order to be eligible for approval by the commissioner to conduct 
external reviews under this chapter, an external review organization: 

(1) Except as otherwise provided in this section, shall be accredited by a 
nationally recognized private accrediting entity that the commissioner has 
determined has external review organization accreditation standards that 
are equivalent to or exceed the minimum qualifications for external review 
organizations established under § 56-61-121; and 

(2) Shall submit an application for approval in accordance with subsection 
(d). 

(c) The commissioner shall develop an application form for initially approv- 
ing and for reapproving external review organizations to conduct external 
reviews. 

(d) Any external review organization wishing to be approved to conduct 
external reviews under this chapter shall submit the application form and 
include with the form all documentation and information necessary for the 
commissioner to determine if the external review organization satisfies the 
minimum qualifications established under § 56-61-121. 

(e) Subject to subsection (b), an external review organization is eligible for 
approval under this section only if it is accredited by a nationally recognized 
private accrediting entity that the commissioner has determined has external 
review organization accreditation standards that are equivalent to or exceed 
the minimum qualifications for external review organizations under § 56-61- 
121. 

(f) The commissioner may approve external review organizations that are 
not accredited by a nationally recognized private accrediting entity if there are 
no acceptable nationally recognized private accrediting entities providing 
external review organization accreditation. 

(g) The commissioner may charge an application fee that external review 
organizations shall submit to the commissioner with an application for 
approval and reapproval. 

(h) An approval is effective for two (2) years, unless the commissioner 
determines before its expiration that the external review organization is not 
satisfying the minimum qualifications established under § 56-61-121. When- 
ever the commissioner determines that an external review organization has 
lost its accreditation or no longer satisfies the minimum requirements estab- 
lished under § 56-61-121, the commissioner shall terminate the approval of 
the external review organization and remove the external review organization 
from the list of external review organizations approved to conduct external 
reviews under this chapter that is maintained by the commissioner pursuant 
to subsection (i). 
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(i) The commissioner shall maintain and periodically update a list of 
approved external review organizations. 

(j) The commissioner may promulgate rules and regulations to carry out 
this section. 


History. 
Acts 2010, ch. 980, § 21. 


Section to Section References. 
This section is referred to in §§ 56-61-112, 
56-61-121. 


56-61-121. Minimum qualifications for independent review organiza- 
tions. 


(a) To be approved under § 56-61-120 to conduct external reviews, an 
external review organization shall have and maintain written policies and 
procedures that govern all aspects of both the standard external review process 
and the expedited external review process set forth in this chapter that 
include, at a minimum: 

(1) A quality assurance mechanism in place that: 

(A) Ensures that external reviews are conducted within the specified 
timeframes and required notices are provided in a timely manner; 

(B) Ensures the selection of qualified and impartial clinical reviewers to 
conduct external reviews on behalf of the external review organization; 
suitable matching of reviewers to specific cases; and that the independent 
review organization employs or contracts with an adequate number of 
clinical reviewers to meet this objective; 

(C) Ensures the confidentiality of medical and treatment records and 
clinical review criteria; and 

(D) Ensures that any person employed by or under contract with the 
external review organization adheres to the requirements of this chapter; 
(2) A toll-free telephone service to receive information on a twenty-four- 

hour a day, seven-day a week basis related to external reviews that is 

capable of accepting, recording or providing appropriate instruction to 
incoming telephone callers during hours outside of normal business hours; 
and 

(3) Agree to maintain and provide to the commissioner the information 
set out in § 56-61-125. 

(b) All clinical reviewers assigned by an external review organization to 
conduct external reviews shall be physicians or other appropriate healthcare 
providers who meet the following minimum qualifications: 

(1) Be an expert in the treatment of the covered person’s medical 
condition that is the subject of the external review; 

(2) Be knowledgeable about the recommended healthcare service or 
treatment through recent or current actual clinical experience treating 
patients with the same or similar medical condition of the covered person; 

(3) Hold a nonrestricted license in a state of the United States and, for 
physicians, a current certification by a recognized American medical spe- 
cialty board in the area or areas appropriate to the subject of the external 
review; and 
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(4) Have no history of disciplinary actions or sanctions, including loss of 
staff privileges or participation restrictions, that have been taken or are 
pending by any hospital, governmental agency or unit, or regulatory body 
that raise a substantial question as to the clinical reviewer’s physical, 
mental or professional competence or moral character. 

(c) In addition to the requirements set forth in subsection (a), an external 
review organization may not own or control, be a subsidiary of or in any way 
be owned or controlled by, or exercise control with a health benefit plan, a 
national, state or local trade association of health benefit plans, or a national, 
state or local trade association of healthcare providers. 

(d) In addition to the requirements set forth in subsections (a), (b) and (c), to 
be approved pursuant to § 56-61-122 to conduct an external review of a 
specified case, neither the external review organization selected to conduct the 
external review nor any clinical reviewer assigned by the external organization 
to conduct the external review may have a material professional, familial or 
financial conflict of interest with any of the following: 

(1) The health carrier that is the subject of the external review; 

(2) The covered person whose treatment is the subject of the external 
review or the covered person’s authorized representative; 

(3) Any officer, director or management employee of the health carrier 
that is the subject of the external review; 

(4) The healthcare provider, the healthcare provider’s medical group or 
independent practice association recommending the healthcare service or 
treatment that is the subject of the external review; 

(5) The facility at which the recommended healthcare service or treat- 
ment would be provided; or 

(6) The developer or manufacturer of the principal drug, device, procedure 
or other therapy being recommended for the covered person whose treat- 
ment is the subject of the external review. 

(e) In determining whether an external review organization or a clinical 
reviewer of the external review organization has a material professional, 
familial or financial conflict of interest for purposes of subsection (d), the 
commissioner shall take into consideration situations where the external 
review organization conducting an external review of a specified case or a 
clinical reviewer to be assigned by the external review organization to conduct 
an external review of a specified case may have an apparent professional, 
familial or financial relationship or connection with a person described in 
subsection (d), but that the characteristics of that relationship or connection 
are such that they are not a material professional, familial or financial conflict 
of interest that results in the disapproval of the independent review organi- 
zation or the clinical reviewer from conducting the external review. 

(f) An external review organization that is accredited by a nationally 
recognized private accrediting entity that has external review accreditation 
standards that the commissioner has determined are equivalent to or exceed 
the minimum qualifications of this section shall be presumed in compliance 
with this section to be eligible for approval under § 56-61-122. 

(g) The commissioner shall initially review and periodically review the 
external review organization accreditation standards of a nationally recog- 
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nized private accrediting entity to determine whether the entity’s standards 
are, and continue to be, equivalent to or exceed the minimum qualifications 
established under this section. The commissioner may accept a review con- 
ducted by NAIC for the purpose of the determination under this subsection (g). 

(h) Upon request, a nationally recognized private accrediting entity shall 
make its current external review organization accreditation standards avail- 
able to the commissioner or NAIC in order for the commissioner to determine 
if the entity’s standards are equivalent to or exceed the minimum qualifica- 
tions established under this section. The commissioner may exclude any 
private accrediting entity that is not reviewed by NAIC. 

(i) An external review organization shall be unbiased. An external review 
organization shall establish and maintain written procedures to ensure that it 
is and remains unbiased in addition to any other procedures required under 
this section. 


History. 
Acts 2010, ch. 980, § 22. 


Section to Section References. 
This section is referred to in §§ 56-61-112, 
56-61-118, 56-61-120. 


56-61-122. Hold harmless for external review organizations. 


No external review organization or clinical reviewer working on behalf of an 
external review organization or an employee, agent or contractor of an external 
review organization shall be liable in damages to any person for any opinions 
rendered or acts or omissions performed within the scope of the organization’s 
or person’s duties under the law during or upon completion of an external 
review conducted pursuant to this chapter, unless the opinion was rendered or 
act or omission performed in bad faith or involved gross negligence. 


History. Section to Section References. 
Acts 2010, ch. 980, § 23. This section is referred to in § 56-61-121. 


56-61-123. External review reporting requirements. 


(a) An external review organization conducting an external review pursuant 
to this chapter shall maintain written records in the aggregate by state and by 
health carrier on all requests for external review for which it conducted an 
external review during a calendar year and, upon request, submit a report to 
the commissioner, as required under subdivision (a)(2). 

(1) Each external review organization required to maintain written 
records on all requests for external review for which it conducted an external 
review shall submit to the commissioner, upon request, a report in the 
format specified by the commissioner. . 

(2) The report shall include in the aggregate by state, and for each health 
carrier: 

(A) The total number of requests for external review; 
(B) The number of requests for external review resolved and, of those 
resolved, the number resolved upholding the adverse determination or 
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final adverse determination and the number resolved reversing the 

adverse determination or final adverse determination; 

(C) The average length of time for resolution; 

(D) Asummary of the types of coverages or cases for which an external 
review was sought, as provided in the format required by the commis- 
sioner; 

(E) The number of external reviews pursuant to § 56-61-116 that were 
terminated as the result of a reversal by the health carrier of its adverse 
determination or final adverse determination after the receipt of addi- 
tional information from the aggrieved person; and 

(F) Any other information that the commissioner may request or 
require. 

(3) The external review organization shall retain the written records 
required pursuant to this subsection (a) for at least three (3) years. 

(b) Each health carrier shall maintain written records in the aggregate, by 
state and for each type of health benefit plan offered by the health carrier on 
all requests for external review that the health carrier receives notice of from 
the commissioner pursuant to this chapter. 

(1) Each health carrier required to maintain written records on all 
requests for external review pursuant to this subsection (b) shall submit to 
the commissioner, upon request, a report in the format specified by the 
commissioner. 

(2) The report shall include in the aggregate, by state, and by type of 
health benefit plan: 

(A) The total number of requests for external review; 

(B) From the total number of requests for external review reported 
under subdivision (b)(2)(A), the number of requests determined eligible for 
a full external review; and 

(C) Any other information that the commissioner may request or 
require. 

(3) The health carrier shall retain the written records required pursuant 
to this subsection (b) for at least three (3) years. 


History. 
Acts 2010, ch. 980, § 24. 


56-61-124. Funding of external review. 


The health carrier against which a request for a standard external review or 
an expedited external review is filed shall pay the cost of the external review 
organization for conducting the external review. 


History. 
Acts 2010, ch. 980, § 25. 


56-61-125. Disclosure requirements. 


(a) Each health carrier shall include a description of the external review 
procedures in or attached to the membership booklet, provider manual, and 
health carrier’s web site. The health carrier may include a description of the 
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external review procedures in the policy, certificate, outline of coverage, or 
other evidence of coverage provided to covered persons and providers. 

(b) The disclosure required by subsection (a) shall be in a format prescribed 
by the commissioner. 

(c) The description required under subsection (a) shall include a statement 
that informs the aggrieved person of the aggrieved person’s right to file a 
request for an external review of an adverse determination or final adverse 
determination with the carrier. The statement shall include the telephone 
number and address of the commissioner. 

(d) In addition to subsection (b), the statement shall inform the covered 
person that, when filing a request for an external review, the covered person 
will be required to authorize the release of any medical records of the covered 
person that may be required to be reviewed for the purpose of reaching a 
decision on the external review. 


History. Section to Section References. 
Acts 2010, ch. 980, § 26. This section is referred to in § 56-61-121. 
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§56-35-132. 


ARBITRATION. 
Insurance. 
Rehabilitation and liquidation of companies. 
Liquidation. 
Order appointing liquidator. 
Effect of action in arbitration, 
§56-9-313. 


ASSESSMENTS. 
Insurance. 
Rehabilitation and liquidation of companies. 
Levy of assessment on members of 
insurer, §56-9-320. 
Enforcement, §56-9-320. 
Report to court. 
Liquidator to make, §56-9-320. 
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ASSESSMENTS —Cont’d 
Insurance guaranty association, 
§56-12-107. 
Credit, §56-12-119. 
Failure to pay, §56-12-109. 
Life and health insurance guaranty 
association, §5€-12-202. 
Amount, §56-12-208. 
Classification, §56-12-208. 
Offsets. 
Right of offset, §56-12-212. 


ASSIGNMENTS FOR BENEFIT OF 
CREDITORS. 
Insurance. 


Rehabilitation and liquidation of companies. 


Jurisdiction of chancery court, §56-9-317. 
Liens, §56-9-317. 
Preferences. 
Attorneys or insiders of insurers. 
Preferences in favor of, §56-9-317. 
Avoidance by liquidator, §56-9-317. 
Defined, §56-9-317. 
When transfer made or perfected, 
§56-9-317. 


ASSOCIATIONS. 
Insurance guaranty association. 
General provisions, §§56-12-101 to 
56-12-121. 
Life and health insurance guaranty 
association, §§56-12-201 to 56-12-220. 


ATTACHMENT. 
Fraternal benefit societies. 
Benefit payments and other relief exempt, 
§56-25-403. 
Insurance. 


Rehabilitation and liquidation of companies. 


Liquidation. 
Attachment during pendency of 
proceeding. 
Prohibited, §56-9-408. 


ATTEMPTS TO COMMIT CRIME. 
Workers’ compensation fraud, 
§§56-47-103, 56-47-104. 


ATTORNEY GENERAL. 
County mutual insurance companies. 
Enforcement of cease and desist orders, 
§56-22-116. 


ATTORNEYS AT LAW. 
Disbarment. 
Workers’ compensation fraud, §56-47-107. 
Discipline. 
Workers’ compensation fraud, §56-47-107. 
Fraud. 
Workers’ compensation fraud, §56-47-107. 
Health care liability. 
Reporting. 
Counsel for claimants, information to be 
submitted, §56-54-105. 
Insurance. 
Exchange or reciprocal insurance. 
Foreign insurance. 
Execution of contracts, §56-16-110. 
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ATTORNEYS AT LAW —Cont’d 
Insurance —Cont’d 
Exchange or reciprocal insurance —Cont’d 
Foreign insurance —Cont’d 
Residence and principal office, 
§56-16-109. 
Legal insurance. 
General provisions, §§56-43-101 to 
56-43-118. 
Rehabilitation and liquidation of companies. 
Preferences. 
In favor of attorneys. 
Avoiding, §56-9-317. 
Legal insurance. 
General provisions, §§56-43-101 to 
56-43-118. 
Malpractice. 
Health care liability. 
Reporting. 
Counsel for claimants, information to 
be submitted, §56-54-105. 
Title insurance. 
Attorney-client relationship not affected by 
provisions, §56-35-120. 
Recommendation or requirement of title 
insurance, §56-35-121. 
Workers’ compensation. 
Fraud by licensed professionals, §56-47-107. 


ATTORNEYS’ FEES. 
Insurance. 
Fraud. 
Civil remedies, §56-53-107. 
Rehabilitation and liquidation of companies. 
Discharge of liquidator. 
Application by person other than 
liquidator. 
Application denied, §56-9-334. 
Insurance fraud. 
Civil remedies, §56-53-107. 
Workers’ compensation. 
Fraud. 
Action against person immune from 
liability, §56-47-111. 
Recovery for economic injuries, 
§§56-47-108, 56-47-109. 


AUDITS. 

Captive insurance companies. 
Annual audit, §56-13-109. 
Comptroller, §56-13-122. 

Special purpose financial captives. 
Filing with commissioner, time, 

§56-13-416. 

Health maintenance organizations. 
Required information, §56-32-134. 

Insurance. 

Captive insurance companies. 
Annual audit, §56-13-109. 
Comptroller, §56-13-122. 

Special purpose financial captives. 
Filing with commissioner, time, 
§56-13-416. 

Rehabilitation and liquidation of companies. 

Books of receivership, §56-9-337. 


INDEX 


AUDITS —Cont’d 
Insurance —Cont’d 
Rehabilitation and liquidation of companies 
—Cont’d 
Power of liquidator, §56-9-310. 
AUTHORIZED CONTROL LEVEL 
EVENTS. 


Risk-based capital for insurers, 
§56-46-106. 


B 


BANKRUPTCY AND INSOLVENCY. 

County mutual insurance companies, 
§56-22-111. 

Insurance companies. 


Rehabilitation and liquidation of companies. 


General provisions, §§56-9-101 to 
56-9-511. 
Prepaid health services. 
Protection, §56-51-137. 
Supervision, rehabilitation, conservation, 
liquidation or reorganization, 
§56-51-144. 


BONDS, SURETY. 
Captive insurance companies. 
Branch captive insurance companies. 
Security for payment of liabilities, 
§56-13-303. 
Fidelity and bonding companies, 
§§56-15-101 to 56-15-115. 
Fraternal benefit societies. 
Formation, §56-25-301. 
Health maintenance organizations. 
Officers and employees, §56-32-106. 
Insurance. 
Captive insurance companies. 
Branch captive insurance companies. 
Security for payment of liabilities, 
§56-13-303. 
Prepaid health services. 
Insolvency protection, §56-51-137. 
Levy upon deposit limited, §56-51-143. 
Officers and employees, §56-51-138. 
Title insurance. 
Agents, §56-35-202. 
Workers’ compensation. 
Fraud. 
Recovery for economic injuries, 
§56-47-108. 


BRANCH CAPTIVE INSURANCE 
COMPANIES, §856-13-301 to 56-13-307. 


BURDEN OF PROOF. 
Insurance. 


Rehabilitation and liquidation of companies. 


Transfers of property other than real 
property after filing of petition. 
Validity of transfer, §56-9-316. 
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CAPTIVE INSURANCE COMPANIES, 
§§56-13-101 to 56-13-418. 
Annual reports, §56-13-108. 
Branch captive insurance companies. 
Reports and statements, §56-13-305. 
Commissioner, §56-13-122. 
Special purpose financial captives, 
§56-13-416. 
Protected cells, §56-13-409. 
Applicable provisions, §56-13-116. 
Insolvency provisions, §56-13-118. 
Association captive insurance 
companies. 
Audits, §56-13-109. 
Capital and surplus requirements, 
§56-13-105. 
Defined, §56-13-102. 
Investment requirements, §56-13-111. 
Qualified headquarters property. 
Holding interest in, §56-13-111. 
Audit. 
Annual audit, §56-13-109. 
Comptroller, §56-13-122. 
Special purpose financial captives. 
Filing with commissioner, time, 
§56-13-416. 
Branch captive insurance companies, 
§§56-13-301 to 56-13-307. 
Alien company. 
Petition for certificate of authority, 
§56-13-304. 
Annual reports and statements, §56-13-305. 
Certificate of authority. 
Petition for, §56-13-304. 
Definitions, §56-13-302: 
Establishment, §56-13-301. 
Examination, §56-13-306. 
Principal place of business in state. 
Required to maintain, §56-13-301. 
Reports and statements, §56-13-305. 
Security for payment of liabilities, 
§56-13-303. 
Taxation, §56-13-307. 
Capital and surplus. 
Dividends from, §56-13-106. 
Required to be issued license, §56-13-105. 
Special purpose financial captives. 
Capitalization, §56-13-406. 
Suspension or revocation of license, 
§56-13-110. 
Cease and desist orders, §56-13-120. 
Compulsory associations. 
Exemptions from, §56-13-113. 
Confidential information. 
Applicable provisions, §56-13-116. 
Information obtained through examination 
or audit, §56-13-109. 
Information submitted with license 
application, §56-13-103. 
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CAPTIVE INSURANCE COMPANIES 
—Cont’d 
Confidential information —Cont’d 
Special purpose financial captives. 
Information supplied on application to do 
business, §56-13-404. 
Corporations. 
Companies formed as, requirements, 
§56-13-107. 
Definitions, §56-13-102. 
Branch captive insurance companies, 
§56-13-302. 
Protected cell captive insurance companies, 
§56-13-202. 
Special purpose financial captives, 
§56-13-402. 
Discoverable information. 
Information submitted with license 
application, §56-13-103. 
Dividends. 
Source, §56-13-106. 
Special purpose financial captives, 
§56-13-415. 
Financial condition. 

Annual reports, §56-13-108. 

Inspection and examination, §56-13-109. 
Foreign or alien insurers. 

Redomestication as domestic captive 

insurance company, §56-13-123. 
Unreported taxes on policy procured prior 
to redomestication or transfer of line 
of business, nonliability for, 
§56-13-114. 
Governmental bodies or entities. 
Expenditure of public funds. 
Purchase of capital stock or provide 
guaranty capital, §56-13-119. 
Impairment of capital or surplus. 
Suspension or revocation of license, 
§56-13-110. 
Incorporated cell captive insurance 
companies. 

Defined, §56-13-102. 

Investments, §56-13-111. 
Incorporation or organization, §56-13-107. 
Incorporators or organizers. 

Number required, §56-13-107. 

Special purpose financial captives, 
§56-13-405. 
Industrial insured captive insurance 
companies. 
Annual reports, §56-13-108. 
Capital and surplus requirements, 
§56-13-105. 
Industrial insured defined, §56-13-102. 
Investments, §56-13-111. 
Insolvency. 
Applicability insurance law provisions, 
§56-13-118. 
Suspension or revocation of license, 
§56-13-110. 
Inspection and examination, §56-13-109. 
Branch captive insurance companies, 
§56-13-306. 
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CAPTIVE INSURANCE COMPANIES 

—Cont’d 

Insured risks, §56-13-103. 
Investments. 

Requirements, §56-13-111. 

Special purpose financial captives, 

§56-13-414. 

License. 

Application, §56-13-103. 

Companies licensed under former act. 

Not required to obtain new license, 

§56-13-103. 
Required to transact business, §56-13-103. 
Requirements, §56-13-103. 
Suspension or revocation, §§56-13-110, 
56-13-120. 
Limited liability companies. 
Companies formed as, requirements, 
§56-13-107. 
Names, §56-13-104. 
Special purpose financial captives, 
§56-13-405. 
Protected cells, §56-13-409. 
Nonprofit corporations. 
Companies formed as, requirements, 
§56-13-107. 
Organizational documents. 
Amendment, §56-13-103. 
Defined, §56-13-102. 
Submission, §56-13-103. 
Penalties. 
Violations of provisions, §56-13-120. 
Pool, association, guaranty or insolvency 
fund. 
Exemptions from compulsory associations, 
§56-13-113. 
Premium tax, §56-13-114. 
Special purpose financial captives, 
§56-13-404. 
Protected cell captive insurance 

companies, §§56-13-201 to 56-13-208. 

Actions against, requirements of pleadings, 
§56-13-208. 
Allocation of expenses in fair and equitable 
manner. 

Evidence required, §56-13-203. 
Applicability of part, §56-13-201. 
Business entities that may participate, 

§56-13-205. 
Business written by company. 

Requirements, §56-13-204. 

Capital and surplus requirements, 
§56-13-105. 

Combining assets, §56-13-206. 

Conditions for formation or licensure, 
§56-13-204. 

Contracts. 

Filings required, §56-13-203. 
Definitions, $56-13-202. 

Establishing protected cell, §56-13-204. 
Financial records. 
Making available for inspection and 
examination, §56-13-203. 


INDEX 


CAPTIVE INSURANCE COMPANIES 
—Cont’d 

Protected cell captive insurance 
companies —Cont’d 

Formation, §56-13-201. 

Conditions, §56-13-204. 
Insolvency. 
Separation of solvent protected cells, 
§56-13-204. 
Supervision, rehabilitation or liquidation. 
Management of assets and liabilities by 
receiver, §56-13-207. 
Investments, §§56-13-111, 56-13-206. 
Limited liability companies. 
Incorporation as, §56-13-201. 
Loss and expense experience. 
Required filings, §56-13-203. 

Maximum aggregate tax, §56-13-114. 

Mutual corporations. 

Incorporation as, §56-13-201. 

Name of company, §56-13-204. 

Nonprofit corporations. 

Incorporation as, §56-13-201. 

Participation in, §56-13-205. 

Required filings, §56-13-203. 

Special purpose financial captives, 
§§56-13-401 to 56-13-418. 

Stock insurer. 

Incorporation as, §56-13-201. 

Supervision, rehabilitation or liquidation. 

Management of assets and liabilities by 
receiver, §56-13-207. 

Public funds, expenditure. 

Governmental bodies or entities. 

Purchase of capital stock or provide 
guaranty capital, §56-13-119. 

Pure captive insurance companies. 

Annual reports, §56-13-108. 

Capital and surplus requirements, 
§56-13-105. 

Defined, §56-13-102. 

Investments, §56-13-111. 

Limited liability company, organized as, 
§56-13-107. 

Loans to parent or affiliate, §56-13-111. 

Nonprofit corporation, incorporation as, 
§56-13-107. 

Stock insurer, incorporation as, §56-13-107. 

Purpose of chapter, §56-13-101. 

Rating organizations. 

Membership in not required, §56-13-113. 

Reciprocal insurers. 

Companies formed as, privileges, 
§56-13-107. 

Redomestication of foreign or alien 
insurer as domestic captive 
insurance company. 

Procedures, §56-13-123. 

Unreported taxes on policy procured prior 
to redomestication or transfer of line of 
business, nonliability for, §56-13-114. 

Reinsurance, §56-13-112. 

Special purpose financial captives, 
§§56-13-404, 56-13-407, 56-13-412. 
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CAPTIVE INSURANCE COMPANIES 
—Cont’d ‘ 
Reinsurance —Cont’d 
Tax, §56-13-114. 
Reports. 
Annual reports, §56-13-108. 
Branch captive insurance companies, 
§56-13-305. 
Commissioner, §56-13-122. 
Special purpose financial captives, 
§56-13-416. 
Protected cells, §56-13-409. 
Revised Tennessee captive insurance act. 
Short title, §56-13-101. 
Risk management functions. 
Standards, establishment, §56-13-117. 
Risk retention groups. 
Annual reports, §56-13-108. 
Applicable provisions, §56-13-116. 
Capital and surplus requirements, 
§56-13-105. 
Defined, §56-13-102. 
Investment requirements, §56-13-111. 
Risks insured, §56-13-103. 
Rules, adoption, amendment, §§56-13-115, 
56-13-121. 
Short title. 
Revised Tennessee captive insurance act, 
§56-13-101. 
Special purpose financial captives, 
§§56-13-401 to 56-13-418. 
Affidavit. 
Application for certificate of authority, 
§56-13-404. 
Annual reports, §56-13-416. 
Protected cells, §56-13-409. 
Asset management agreements, §56-13-411. 
Assets, preservation, administration, 
§56-13-414. 
Audit. 
Filing with commissioner, time, 
§56-13-416. 
Authorized activities, §56-13-407. 
Capitalization, §56-13-406. 
Cash, cash equivalent, securities. 
Funds in excess of minimum 
capitalization, §56-13-406. 
Certificate of authority. 
New or modified certificate. 
Required after cessation of business, 
§56-13-417. 
Petition for, §56-13-404. 
Cessation of business, §56-13-417. 
Changes to plan of operation. 
Approval required, §56-13-416. 
Confidentiality. 
Information supplied on application to do 
business, §56-13-404. 
Conflict between title and part. 
Controlling provisions, §56-13-403. 
Creation, §56-13-401. 
Definitions, §56-13-402. 
Dividends, §56-13-415. 
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CAPTIVE INSURANCE COMPANIES 
—Cont’d 
Special purpose financial captives 
—Cont’d 
Exemption from chapter. 
Case-by-case basis, §56-13-403. 
Incorporators or organizers. 
Number required, §56-13-405. 
Insolvency provisions. 
Applicability, §56-13-418. 
Insurance securitization. 
Defined, §56-13-402. 
Disclosure required, §56-13-414. 
Making more efficient, §56-13-408. 
Investments, §§56-13-111, 56-13-414. 
Limited purpose. 
Created for, §56-13-401. 
Name, §56-13-405. 
Protected cells, §56-13-409. 
Organization, §56-13-405. 
Plan of operation, §56-13-404. 
Material changes, approval, §56-13-416. 
Protected cells, §56-13-409. 
Accounting procedures, §56-13-409. 
Annual statements, §56-13-409. 
Assets, use, §56-13-409. 
Contracting, §56-13-409. 
Creditors, §56-13-409. 
Establishing, §56-13-408. 
Insolvency, notice, §56-13-409. 
Name, §56-13-409. 
Not separate legal person, §56-13-409. 
Protected cell captive insurance 
companies generally, §§56-13-201 to 
56-13-208. 
Security interest. 
Attachment to assets, §56-13-409. 
Purposes, §56-13-401. 
Records. 
Duty to keep, preservation, §56-13-416. 
Registered agent to accept service. 
Appointment of resident agent, 
§56-13-404. 
Reinsurance to cede risks assumed under 
contract, §§56-13-407, 56-13-412. 
Purchase, §56-13-404. 
Resident of state. 
Required of member of management, 
§56-13-405. 
Securities. 
Defined, §56-13-402. 
Issuing, §56-13-410. 
Not considered insurance or reinsurance, 
§56-13-413. 
Securitization of risks. 
Created to facilitate, §56-13-401. 
Disclosure required, §56-13-414. 
Making more efficient, §56-13-408. 
Supervision, rehabilitation, liquidation, 
§56-13-418. 
Swap agreements. 
Asset management agreements, 
§56-13-411. 


CAPTIVE INSURANCE COMPANIES 
—Cont’d 

Special purpose financial captives 
—Cont’d 

Transaction of business in state, 
§56-13-404. 

Standards regarding risk management. 

Establishment, §56-13-117. 

Stock insurers, organization as, 
§56-13-107. 
Taxation. 

Branch captive insurance companies, 
§56-13-307. 

Direct premiums collected, §56-13-114. 

Maximum aggregate tax, §56-13-114. 

Minimum aggregate tax, §56-13-114. 

Reinsurance tax, §56-13-114. 

Special purpose financial captives, 
§56-13-404. 

Unreported taxes on policy procured prior 
to redomestication or transfer of line of 
business, nonliability for, §56-13-114. 

Transacting business in state. 

Requirements, §56-13-103. 

Violations of provisions. 
Penalties, §56-13-120. 


CEASE AND DESIST ORDERS. 
Captive insurance companies, §56-13-120. 
County mutual insurance companies, 
§56-22-116. 
Creditor-placed insurance. 
Acts or practices in violation of provisions, 
§56-49-114. 
Guaranteed asset protection waivers. 
Commissioner, powers and duties, 
§56-59-108. 
Health maintenance organizations. 
Violations of provisions, §56-32-120. 
Insurance. 
Companies. 
Captive insurance companies, §56-13-120. 
Holding companies. 
Acquisitions resulting in change in 
control, §56-11-104. 
Prepaid health services, §56-51-140. 
Viatical settlements. 
Violations of provisions, §56-50-115. 


CHANCERY COURTS. 
Insurance. 
Fraud. 
Jurisdiction over insurance fraud actions, 
§56-53-107. 
Rehabilitation and liquidation of companies. 
Assessment. 
Levy of assessment on members of 
insurer, §56-9-320. 
Preferences. 
Jurisdiction of chancery court, 
§56-9-317. 
Jurisdiction. 
Insurance fraud, §56-53-107. 
Rehabilitation and liquidation of insurance 
companies. 
Preferences, §56-9-317. 


INDEX 


CHANGE OF VENUE. 
Workers’ compensation fraud. 
Recovery for economic injuries, §56-47-108. 


CHARITABLE GIFT ANNUITIES, 
§§56-52-101 to 56-52-111. 
Accounts. 
Maintenance of separate accounts, 
§56-52-104. 
Annual report, §56-52-106. 
Applicability of provisions, §56-52-101. 
Application for certificate of authority, 
§56-52-103. 
Approval of forms, §56-52-108. 
Certificate of authority, §56-52-103. 
Definitions, §56-52-102. 
Donor acknowledgments, §56-52-109. 
Examination of assets and liabilities by 
commissioner, §56-52-107. 
Fees. 
Continuance of certificate of authority, 
§56-52-103. 
Form of agreement, §56-52-108. 
Insurance title provisions applicable and 
not applicable, §56-52-110. 
Investment of assets, §56-52-105. 
Reports, §56-52-106. 
Reserve requirements, §56-52-104. 
Revocation of donation by donor, 
§56-52-109. 
Rules and regulations, §56-52-111. 
Separate accounts, §56-52-104. 
Title of provisions, §56-52-101. 
Unfair trade or claims settlement 
practices. 
Applicability of provisions, §56-52-110. 


CHARITIES. 
Charitable gift annuities. 
Provisions effective 1/1/2009, §§56-52-101 to 
56-52-111. 
Fraternal benefit societies. 
Societies deemed charitable institutions, 
§56-25-504. 


CHIROPRACTORS. 
Licenses. 
Workers’ compensation fraud, §56-47-107. 
Workers’ compensation. 
Fraud. 
Violations by licensed professionals, 
§56-47-107. 


CIRCUIT COURTS. 
Insurance. 
Fraud. 
Jurisdiction over insurance fraud actions, 
§56-53-107. 
Jurisdiction. 
Insurance fraud, §56-53-107. 


CIVIL PROCEDURE. 
Trial. 
Consolidation of actions. 
Workers’ compensation fraud. 


Recovery for economic injuries, 
§56-47-108. 
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CIVIL PROCEDURE —Cont’d 
Venue. , 
Change of venue. 
Workers’ compensation fraud. 


Recovery for economic injuries, 
§56-47-108. 


CLASS ACTIONS. 
Workers’ compensation fraud. 
Recovery for economic injuries, §56-47-108. 


COMPACTS. 
Insurance. 
Interstate insurance product regulation 
compact, §§56-58-101, 56-58-102. 


COMPANY ACTION LEVEL EVENTS. 
Risk-based capital for insurers, 
§56-46-104. 


CONFIDENTIALITY OF INFORMATION. 
Captive insurance companies. 
Applicable provisions, §56-13-116. 
Information obtained through examination 
or audit, §56-13-109. 
Information submitted with license 
application, §56-13-103. 
Special purpose financial captives. 

Information supplied on application to do 

business, §56-13-404. 
Health care liability reporting, 

§56-54-107. 

Health maintenance organizations, 

§56-32-125. 

Investigations, §56-32-135. 
Insurance. 
Captive insurance companies. 
Applicable provisions, §56-13-116. 
Information obtained through 
examination or audit, §56-13-109. 
Information submitted with license 
application, §56-13-103. 
Special purpose financial captives. 
Information supplied on application to 
do business, §56-13-404. 
Holding companies. 
Confidentiality of investigations and 
examinations, §56-11-108. 
Rehabilitation and liquidation of companies. 
Delinquency proceedings. 
Records, §56-9-202. 
Risk-based capital for insurers, §56-46-109. 
Risk management and own risk and 
solvency assessment (ORSA). 
Documents, materials, information, etc, 
§56-11-208. 
Summary report, §§56-11-201, 56-11-208. 
Supervision of insurers. 

Proceedings and records, §56-9-504. 
Prepaid health services, §56-51-150. 
Risk-based capital for health 

organizations. 

Hearings. 
Confidential departmental hearings, 
§56-46-207. 
RBC reports, §56-46-208. 
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CONFIDENTIALITY OF INFORMATION 
—Cont’d 
Risk-based capital for insurers, 
§56-46-109. 
Workers’ compensation. 
Fraud investigation information, 
§56-47-110. 


CONFLICT OF LAWS. 
Captive insurance companies. 
Special purpose financial captives. 
Controlling provisions, §56-13-403. 
Prepaid health services, §56-51-124. 
Title insurance. 
Provisions controlling, §56-35-126. 


CONFLICTS OF INTEREST. 
Viatical settlements, §56-50-112. 
Examination of licensees. 
Examiners, §56-50-107. 


CONSERVATORS. 
Insurance. 


Rehabilitation and liquidation of companies. 


Foreign and alien insurance companies. 
Application of commissioner to act as 
conservator, §56-9-401. 


CONSOLIDATION. 
Fraternal benefit societies, §56-25-305. 
Restrictions, §56-25-304. 
Insurance companies. 
Merger and consolidation, §§56-10-101 to 
56-10-111. 


CONSPIRACY. 
Workers’ compensation fraud, 
§§56-47-103, 56-47-104. 


CONSTRUCTION AND 
INTERPRETATION. 
Dental service plan corporations, 
§§56-30-130, 56-30-131. 
Hospital service corporations, §56-28-118. 
Insurance. 
Filings with national association of 
insurance commissioners. 
Applicability of chapter, §56-44-101. 
Holding companies. 
Construction and interpretation of 
provisions, §56-11-118. 
Severability of provisions, §56-11-119. 


Rehabilitation and liquidation of companies. 


Applicability of chapter, §56-9-102. 
Proceedings commenced under laws in 
effect before July 1, 1991, 
§56-9-107. 
Liberal construction of chapter, 
§56-9-101. 
Liquidator. 
Enumeration of powers and authority. 
Not construed as limitation upon, 
§56-9-310. 
Powers of commissioner. 
Chapter not interpreted to limit, 
§56-9-101. 
Risk-based capital for insurers, §56-46-110. 
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CONSTRUCTION AND 
INTERPRETATION —Cont’d 
Insurance —Cont’d 
Risk management and own risk and 
solvency assessment (ORSA). 
Severability of provisions, §56-11-210. 
Risk retention groups and purchasing 
groups. 
Purposes of chapter, §56-45-105. 
Supervision of insurers. 
Applicability of chapter, §56-9-502. 
Legal insurance. 
Liberal construction of provisions, 
§56-43-102. 
Risk-based capital for health 
organizations. 
Severability of provisions, §56-46-214. 
Supplemental nature of provisions, 
§56-46-209. 
Risk-based capital for insurers, 
§56-46-110. 
Vision service plans, §§56-31-130, 
56-31-1381. 


CONSUMER PROTECTION. 
Legal insurance. 
Applicability of acts to, §56-43-111. 


CONTEMPT. 
Insurance. 
Holding companies. 
Examinations. 


Financial condition of insurer, 
§56-11-107. 


CONTINUING EDUCATION. 
Insurance producers. 

Long-term care insurance, §56-42-109. 
Viatical settlements. 

Licenses, §56-50-103. 


CONTRACTS. 

Dental service plan corporations. 
Approval of contracts, §56-30-110. 
Subscription contracts, §§56-30-125 to 

56-30-127. 
Hospital and medical service 
corporations. 
Between board member and corporation, 
§56-29-105. 
Subscription contracts, §56-29-117. 

Hospital service corporations. 

Subscribers’ contracts, §§56-28-114, 
56-28-115. 
Insurance. 
Exchange or reciprocal insurance. 
Foreign reciprocal. 
Execution by attorney, §56-16-110. 
Power to enter into, §56-16-105. 
Medical service plans. 
Subscription contracts, §§56-27-125 to 
56-27-128. 
Rehabilitation and liquidation of companies. 
Liquidation. 
Power of liquidator, §56-9-310. 
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CONTRACTS —Cont’d 
Insurance —Cont’d 
Rehabilitation and liquidation of companies 
—Cont’d 
Rehabilitation. 
Breach of contract. 
Entry of order not to constitute 
anticipatory breach, §56-9-302. 
Surplus lines insurance. 

Procedure for effecting, §56-14-106. 

Requirements, §56-14-107. 

Validity of contracts procured from 
unauthorized insurers, §56-14-110. 

Legal insurance. 
Exclusive agency or management contracts, 
§56-43-107. 
Preferred provider organization 
transparency act. 
Provider network contracts. 

Defined, §56-60-102. 

Third party access to provider’s health 
care services and contractual 
discounts pursuant to, §56-60-105. 

Requirements for granting, §56-60-107. 
Subsequent grant of access to other 
third party, §56-60-106. 
Prepaid health services, §56-51-112. 
Cancellation. 
Notice, §56-51-123. 
Construction, §56-51-121. 
Delivery, §56-51-122. 
Disclosures, §56-51-111. 
English language requirement, §56-51-110. 
Execution, §56-51-119. 
Incorporation of other organizational 
documents, limitations, §56-51-118. 
Noncomplying contracts. 
Validity, §56-51-120. 
Notice of cancellation, §56-51-123. 
Providers, §56-51-128. 
Review by department, §56-51-129. 
Signatures, §56-51-119. 
Surplus lines insurance. 
Procedure for effecting, §56-14-106. 
Requirements, §56-14-107. 
Validity of contracts procured from 
unauthorized insurers, §56-14-110. 
Viatical settlements, §§56-50-101 to 
56-50-117. 
Vision service plans. 
Subscription contracts, §§56-31-120, 
56-31-124 to 56-31-127. 
Volunteer Rx prescription discount plan. 
Contracting for plan. 
Authorization, §56-57-102. 


CORPORATIONS. 
Captive insurance companies. 
Organization as, §56-13-107. 

Dental service plan corporations, 
§§56-30-101 to 56-30-134. 

Hospital and medical service 
corporations, §§56-29-101 to 56-29-119. 

Hospital service corporations, §§56-28-101 
to 56-28-118. 
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CORPORATIONS —Cont’d 
Indemnified employee welfare benefit 
plans, §§56-40-101 to 56-40-105. 
Insurance. 
Captive insurance companies. 
Organization as, §56-13-107. 
Indemnified employee welfare benefit plans, 
§§56-40-101 to 56-40-105. 


COSTS. 
Health care liability. 
Reporting, action to contest assessment of 
penalty, §56-54-109. 
Insurance. 
Rehabilitation and liquidation of companies. 
Discharge of liquidator. 
Application by person other than 
liquidator. 
Application denied, §56-9-334. 
Risk-based capital for insurers. 
Consultants to review RBC plans, 
§56-46-105. 
Insurance companies. 
Supervision of insurers. 
Administrative supervision, §56-9-511. 
Malpractice. 
Health care liability. 
Reporting, action to contest assessment of 
penalty, §56-54-109. 
Risk-based capital for insurers. 
Consultants to review RBC plans, 
§56-46-105. 
Workers’ compensation. 
Fraud. 
Action against person immune from 
liability, §56-47-111. 
Recovery for economic injuries, 
§§56-47-108, 56-47-109. 


COUNTERSIGNATURES. 
Risk retention groups and purchasing 
groups. 
Countersignatures not required on policies, 
§56-45-106. 


COUNTY MUTUAL INSURANCE 
COMPANIES, §§56-22-101 to 56-22-120. 
Acquisition of other company, §56-22-112. 
Aggregate excess of loss reinsurance 
policy required, §56-22-110. 
Applicability of provisions, §56-22-102. 
Assessments. 
Insolvency of company, §56-22-111. 
Borrowing to pay extraordinary losses, 
§56-22-108. 
Cease and desist orders for violations of 
provisions, §56-22-116. 
Certificate of authority. 
Application, §56-22-105. 
Failure to file financial statement, 
suspension of authority, §56-22-109. 
Failure to pay assessment upon insolvency, 
suspension of authority, §56-22-111. 
Required, §56-22-104. 
Scope of authority granted, §56-22-106. 
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COUNTY MUTUAL INSURANCE 
COMPANIES —Cont’d 

Compensation of officers and directors, 
§56-22-107. 

Definitions, §56-22-103. 

Deposit of funds for protection of 
policyholders, §56-22-106. 

Disciplinary proceedings, applicable 
provisions, §56-22-118. 

Dividends to policyholders, §56-22-109. 

Election of officers and directors, 
§56-22-107. 

Emergency fund, §56-22-108. 

Examination of company, §56-22-115. 

Financial statements, §56-22-109. 

Fraudulent insurance acts, §56-22-119. 

Insolvency of company, §56-22-111. 


Liability insurance permitted, §56-22-106. 


License to sell insurance. 
Requirements, §56-22-113. 

Location of coverage provided, 

§56-22-106. 
Managing general agents, §56-22-113. 
Maximum amount of risks and 
premiums, §56-22-106. 
Merger with other company, §56-22-112. 
Minimum number of policies to be 
written, §56-22-105. 

Penalties for violations, §56-22-117. 

Premium taxes, §56-22-114. 

Reinsurance. 

Aggregate excess of loss reinsurance policy 

required, §56-22-110. 

Deduction of amount, §56-22-106. 
Rules and regulations, §56-22-120. 
Scope of provisions, §56-22-102. 
Surplus fund requirements, §56-22-105. 

Inadequate funds, §56-22-108. 

Insolvency of company, §56-22-111. 
Suspension of authority. 

Failure to file financial statement, 

§56-22-109. 
Insolvency of company, failure to pay 
assessment, §56-22-111. 

Taxation. 

Premium taxes, §56-22-114. 

Title of act, §56-22-101. 

Types of losses covered by certificate, 

§56-22-106. 

Unlawful transaction of business. 
Cease and desist orders, §56-22-116. 
Disciplinary proceedings, applicable 

provisions, §56-22-118. 
Fraudulent insurance acts, §56-22-119. 
Penalties for violations generally, 

§56-22-117. 


Without certificate of authority, §56-22-104. 


Withdrawal of permission to insure, 
§56-22-106. 


CREDITOR-PLACED INSURANCE, 
§§56-49-101 to 56-49-115. 
Actions. 
Private cause of action not created by 
provisions, §56-49-102. 


CREDITOR-PLACED INSURANCE 

—Cont’d 

Agents. 
Commissions, §56-49-112. 
Defined, §56-49-103. 
Appeals. 
Final orders of Commissioner, §56-49-114. 
Applicability of act, §56-49-102. 
Cease and desist orders. 
Acts or practices in violation of provisions, 
§56-49-114. 
Charges, §56-49-104. 
Refund of unearned charges, §56-49-109. 
Citation of act, §56-49-101. 
Coverage. 
Exclusions from coverage, §56-49-106. 
Credit agreement. 
Defined, §56-49-103. 
Requirements, §56-49-111. 
Definitions, §56-49-103. 
Disclosure of insurance requirements, 
§56-49-113. 
Effective dates of insurance, §56-49-104. 
Exclusions from coverage, §56-49-106. 
Injunctions. 
Acts or practices in violation of provisions, 
§56-49-114. 
Insurance policies. 
Delivery of policy to debtor, §56-49-107. 
Forms. 
Approval by Commissioner, §56-49-108. 
Investigations. 
Commissioner, §56-49-114. 
Notice. 
Disclosure of insurance requirements, 
§56-49-113. 
Payment in event of loss, §56-49-110. 
Penalties. 
Civil penalties for violations, §56-49-114. 
Premiums. 
Rates, §56-49-105. 

Approval by Commissioner, §56-49-108. 
Refund of unearned premiums, §56-49-109. 
Remittance, §56-49-112. 

Purpose of act, §56-49-101. 
Right of creditor to require insurance, 

§56-49-111. 

Rules and regulations. 
Commissioner, §56-49-115. 
Subrogation. 
No subrogation to run against debtor from 
insurer in event of loss, §56-49-110. 
Termination of insurance, §56-49-104. 
Title of act, §56-49-101. 


CRIMINAL LAW AND PROCEDURE. 
Attempts to commit crime. 
Workers’ compensation fraud, §§56-47-103, 
56-47-104. 
Conspiracy. 
Workers’ compensation fraud, §$56-47-103, 
56-47-104. 
Fraternal benefit societies. 
Prohibited acts. 
Generally, §56-25-703. 
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CRIMINAL LAW AND PROCEDURE DEFENSES. 
-—Cont’d Insurance. ‘i 
Insurance. Rehabilitation and liquidation of companies. 
Fire insurance. Liquidation. 
State mutual fire insurance companies. Power of liquidator to assert against 
Borrowing of funds by officers or third parties, §56-9-310. 
committee members, §56-21-110. DEFINED TERMS. 
Director or officer taking fees for Accounts. 
making loans, §56-21-110. Insurance guaranty associations, 


Holding companies. 
Registration. 
Criminal enforcement, §56-11-111. 
Mutual insurance companies. 
Violations of provisions, §56-19-123. 
Premium financing. 
Violations of provisions, §56-37-113. 


Rehabilitation and liquidation of companies. 


Obstruction of or interference with 
commissioner. 
_ Criminal penalty, §56-9-106. 
Solicitation. 
Workers’ compensation fraud, §§56-47-103, 
56-47-104. 
Title insurance. 
Violations of provisions, §56-35-127. 
Workers’ compensation. 
Fraudulent insurance acts, §56-47-105. 


D 


DAMAGES. 
Insurance fraud, $56-53-107. 
Punitive damages. 
Insurance guaranty association liability, 
§56-12-204. 
Life and health insurance guaranty 
association. 
Liability, §56-12-204. 
Workers’ compensation fraud. 
Recovery for economic injuries, 
§§56-47-108, 56-47-109. 
Treble damages. 
Insurance fraud, §56-53-107. 
Workers’ compensation fraud, §§56-47-108, 
56-47-109. 
Workers’ compensation fraud, 
§§56-47-108, 56-47-109. 


DEBTORS AND CREDITORS. 
Guaranteed asset protection waivers, 
§§56-59-101 to 56-59-109. 
Insurance. 
Creditor-placed insurance, §§56-49-101 to 
56-49-115. 


DEFAULT JUDGMENTS. 
Insurance guaranty association. 
Association not obligated to satisfy default 
judgment, §56-12-117. 
Life and health insurance guaranty 
association, §56-12-217. 


§56-12-104. 
Life and health insurance guaranty 
associations, §56-12-203. 
Acquisition. 
Insurance holding companies, §56-11-104. 
Actual cash value. 
Creditor-placed insurance, §56-49-103. 
Actual malice. 
Insurance fraud, §56-53-101. 
Workers’ compensation fraud, §56-47-102. 
Adjusted RBC report. 
Risk-based capital for health organizations, 
§56-46-201. 
Risk-based capital for insurers, §56-46-102. 
Administrator. 
Accident and sickness insurance, 
§56-26-301. 
Guaranteed asset protection waivers, 
§56-59-102. 
Vehicle protection products warranties, 
§56-55-102. 
Admitted assets. 
Health maintenance organizations, 
§56-32-112. 
Admitted company. 
Surplus lines insurance, §56-14-102. 
Adverse determination. 
Health carrier grievances and appeals, 
§56-61-102. 
Advertisements. 
Interstate insurance product regulation 
compact, §56-58-102. 
Advertising. 
Viatical settlements, §56-50-102. 
Affiliate. 
Preferred provider organization 
transparency act, §56-60-102. 
Surplus lines insurance, §56-14-102. 
Affiliated company. 
Captive insurance companies, §56-13-102. 
Special purpose financial captives, 
§56-13-402. 
Affiliated group. 
Surplus lines insurance, §56-14-102. 
Affiliate or affiliated. 
Health maintenance organizations, 
§56-32-102. 
Health maintenance organizations, audits, 
§56-32-134. 
Insurance guaranty associations, 
§56-12-104. 
Insurance holding companies, §56-11-101. 
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DEFINED TERMS —Cont’d 
Affiliate or affiliated —Cont’d 
Medicare+Choice programs, §56-48-102. 
Agents. 
Creditor-placed insurance, §56-49-103. 
Aggrieved person. 
Health carrier grievances and appeals, 
§56-61-102. 
Alien. 
Captive insurance companies, §56-13-102. 
Branch captive insurance companies, 
§56-13-302. 
Ancillary state. 
Rehabilitation and liquidation of insurance 
companies, §56-9-103. 
Annuity. 
Charitable gift annuities, §56-52-102. 
Applicants. 
Long-term care insurance, §56-42-103. 
Approved entity. 
Health carrier grievances and appeals, 
§56-61-112. 
Associates. 
Title insurance, §56-35-102. 
Association captive insurance company. 
Captive insurance companies, §56-13-102. 
Associations. 
Captive insurance companies, §56-13-102. 
Insurance guaranty associations, 
§§56-12-104, 56-12-105. 


Joint underwriting/risk sharing, §56-40-101. 


Life and health insurance guaranty 
associations, §§56-12-203, 56-12-205. 
Attorney. 
Exchange or reciprocal insurance, 
§56-16-102. 
Authorized control level event. 
Risk-based capital for health organizations, 
§56-46-205. 
Risk-based capital for insurers, §56-46-106. 
Authorized control level RBC. 
Risk-based capital for health organizations, 
§56-46-201. 
Risk-based capital for insurers, §56-46-102. 
Authorized representative. 
Health carrier grievances and appeals, 
§56-61-102. 
Basic health care services. 
Health maintenance organizations, 
§56-32-102. 
Beneficiaries. 
Dental service plans, §56-30-102. 
Medical service plans, §56-27-102. 
Vision service plans, §56-31-102. 
Benefit contract. 
Fraternal benefit societies, §56-25-104. 
Benefit member. 
Fraternal benefit societies, §56-25-104. 


Blanket accident and sickness insurance. 


Accident and sickness insurance, 
§56-26-101. 
Blanket insurance. 
Creditor-placed insurance, §56-49-103. 
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DEFINED TERMS —Cont’d 
Borrower. 
Guaranteed asset protection waivers, 
§56-59-102. 
Branch business. 
Branch captive insurance companies, 
§56-13-302. 
Branch captive insurance company, 
§56-13-302. 
Branch operations. 
Branch captive insurance companies, 
§56-13-302. 
Business days. 
Rehabilitation and liquidation of insurance 
companies, §56-9-338. 
Business of viatical settlements, 
§56-50-102. 
Bylaws. 
Interstate insurance product regulation 
compact, §56-58-102. 
Cancelable. 
Accident and sickness insurance, 
§56-26-101. 
Capitation. 

Prepaid health services, §56-51-102. 
Captive insurance company, §56-13-102. 
Catastrophic loss. 

Indemnified employee welfare benefit plans, 

§56-40-101. 
Certificate of authority. 
County mutual insurance companies, 
§56-22-103. 
Certificates. 

Fraternal benefit societies, §56-25-104. 

Long-term care insurance, §56-42-103. 
Charge data. 

Accident and sickness insurance, 

§56-26-301. 
Charitable gift annuity, §56-52-102. 
Charitable gift annuity separate account, 
§56-52-102. 
Charitable organizations. 

Charitable gift annuities, §56-52-102. 
Chronically ill. 

Viatical settlements, §56-50-102. 
Claimants. 

Health care liability reporting, §56-54-103. 

Insurance guaranty associations, 

§56-12-104. 
Claims. 

Health care liability reporting, §56-54-103. 
Class of providers. 

Managed health plans, §56-32-129. 
Nurse midwives and advanced nurses. 
Health maintenance organizations, 

§56-32-137. 
Clinical peer. 
Health carrier grievances and appeals, 
§56-61-102. 
Clinical review criteria. 
Health carrier grievances and appeals, 
§56-61-102. 
Closed claim. 
Health care liability reporting, §56-54-103. 
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DEFINED TERMS —Cont’d 
Closed plan. 
Health carrier grievances and appeals, 
§56-61-102. 
Coinsurance. 
Health maintenance organizations, 
§56-32-102. 
Collateral. 
Creditor-placed insurance, §56-49-103. 
Commercial transaction. 
Guaranteed asset protection waivers, 
§56-59-107. 
Commissioners. 
Interstate insurance product regulation 
compact, §56-58-102. 
Compacting state. 
Interstate insurance product regulation 
compact, §56-58-102. 
Companion claims. 
Health care liability reporting, §56-54-103. 
Company action level event. 
Risk-based capital for health organizations, 
§56-46-203. 
Risk-based capital for insurers, §56-46-104. 
Company action level RBC. 
Risk-based capital for health organizations, 
§56-46-201. 
Risk-based capital for insurers, §56-46-102. 
Completed operations liability. 
Risk retention groups and purchasing 
groups, §56-45-102. 
Conceal. 
Insurance fraud, §56-53-101. 
Workers’ compensation fraud, §56-47-102. 
Consent. 
Rehabilitation and liquidation of insurance 
companies. 
Supervision, §56-9-501. 
Contracting entity. 
Preferred provider organization 
transparency act, §56-60-102. 
Contractual obligation. 
Legal insurance, §56-43-103. 
Life and health insurance guaranty 
associations, §§56-12-203, 56-12-204. 
Contractual right. 
Rehabilitation and liquidation of insurance 
companies, §56-9-338. 
Control. 
Insurance guaranty associations, 
§56-12-104. 
Insurance holding companies, §56-11-101. 
Insurance tender offers, §56-10-201. 
Preferred provider organization 
transparency act, §56-60-102. 
Special purpose financial captives, 
§56-13-402. 
Surplus lines insurance, §56-14-102. 
Controlled business. 
Title insurance, §56-35-102. 
Controlled by. 
Insurance holding companies, §56-11-101. 
Special purpose financial captives, 
§56-13-402. 
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DEFINED TERMS —Cont’d 
Controlled unaffiliated business. 

Captive insurance companies, §56-13-102. 
Controlling. 

Insurance holding companies, §56-11-101. 

Special purpose financial captives, 

§56-13-402. 
Converted stock company. 

Mutual insurance companies, §56-19-125. 
Corrective order. 

Risk-based capital for health organizations, 

§56-46-201. 

Risk-based capital for insurers, §56-46-102. 
Counterparty. 

Special purpose financial captives, 

§56-13-402. 
County mutual insurance companies, 
§56-22-103. 
Covered benefits. 
Health carrier grievances and appeals, 
§56-61-102. 
Covered claim. 
Insurance guaranty associations, 
§56-12-104. 
Covered dependent. 

Dental service plans, §56-30-102. 

Medical service plans, §56-27-102. 

Vision service plans, §56-31-102. 
Covered individual. 

Preferred provider organization 

transparency act, §56-60-102. 
Covered person. 
Health carrier grievances and appeals, 
§56-61-102. 
Covered policy. 
Life and health insurance guaranty 
associations, §§56-12-203, 56-12-204. 
Credit agreement. 

Creditor-placed insurance, §56-49-103. 
Creditor-placed insurance, §56-49-103. 
Creditors. 

Creditor-placed insurance, §56-49-103. 

Guaranteed asset protection waivers, 

§56-59-102. 
Rehabilitation and liquidation of insurance 
companies, §56-9-103. 
Credit transaction. 

Creditor-placed insurance, §56-49-103. 
Debtors. 

Creditor-placed insurance, §56-49-103. 
Delinquency proceeding. 

Rehabilitation and liquidation of insurance 

companies, §56-9-103. 
Dental service. 

Dental service plans, §56-30-102. 
Discount medical plan organization. 

Preferred provider organization 

transparency act, §56-60-102. 
Doing business. 
Rehabilitation and liquidation of insurance 
companies, §56-9-103. 
Domestic health organizations. 
Risk-based capital for health organizations, 
§56-46-201. 
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DEFINED TERMS —Cont’d 
Domestic insurance company. 
Merger, consolidation, etc., §56-10-201. 
Domestic insurer. 
Insurance holding companies, §56-11-103. 
Risk-based capital, §56-46-102. 
Domestic stock life insurance 
corporation. 
Mutual life insurance companies, 
§56-18-108. 
Domicile. 
Risk retention groups and purchasing 
groups, §56-45-102. 
Domiciliary state. 
Interstate insurance product regulation 
compact, §56-58-102. 
Rehabilitation and liquidation of insurance 
companies, §56-9-103. 
Economic damages. 
Health care liability reporting, §56-54-103. 
Eligible member. 
Mutual insurance companies, §56-19-125. 
Emergency medical condition. 
Health carrier grievances and appeals, 
§56-61-102. 
Emergency services. 
Health carrier grievances and appeals, 
§56-61-102. 
Employees. 
Accident and sickness insurance, 
§56-26-201. 
Enrollee. 
Health maintenance organizations, 
§56-32-102. 
Prepaid health services, §56-51-102. 
Enterprise risk. 
Insurance holding companies, §56-11-101. 
Entities. 
Preferred provider organization 
transparency act, §56-60-102. 
Evidence of coverage. 
Health maintenance organizations, 
§56-32-102. 
Prepaid health services, §56-51-102. 
Exceeded its powers. 
Rehabilitation and liquidation of insurance 
companies. 
Supervision, §56-9-501. 
Excess accident and health insurance. 
Captive insurance companies, §56-13-102. 


Excess workers’ compensation insurance. 


Captive insurance companies, §56-13-102. 
Exempt commercial purchaser. 
Surplus lines insurance, §56-14-102. 
External review organization. 
Health carrier grievances and appeals, 
§56-61-102. 
Facilities. 
Health care liability reporting, §56-54-103. 
Health carrier grievances and appeals, 
§56-61-102. 
Fair consideration. 
Rehabilitation and liquidation of insurance 
companies, §56-9-103. 
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DEFINED TERMS —Cont’d 
Fair value. 
Special purpose financial captives, 
§56-13-402. 
Federally tax-qualified long-term care 
insurance contract, §56-42-103. 
Final adverse determination. 
Health carrier grievances and appeals, 
§56-61-102. 
Finance agreement. 
Guaranteed asset protection waivers, 
§56-59-102. 
Financial interest. 
Title insurance, §56-35-102. 
Financing entity. 
Viatical settlements, §56-50-102. 
Foreign. 
Surplus lines insurance, §56-14-102. 
Foreign country. 
Rehabilitation and liquidation of insurance 
companies, §56-9-103. 
Foreign health organizations. 
Risk-based capital for health organizations, 
§56-46-201. 
Foreign insurer. 
Risk-based capital, §56-46-102. 
Franchise accident and sickness 
insurance. 
Accident and sickness insurance, 
§56-26-101. 
Fraternal benefit societies, §56-25-101. 
Fraudulent transfers. 
Rehabilitation and liquidation of insurance 
companies, §56-9-315. 
Fraudulent viatical settlement act, 
§56-50-102. 
Free look period. 
Guaranteed asset protection waivers, 
§56-59-102. 
GAP waiver, §56-59-102. 
General account. 
Protected cell captive insurance companies, 
§56-13-202. 
General assets. 
Rehabilitation and liquidation of insurance 
companies, §56-9-103. 
Grievance. 
Health carrier grievances and appeals, 
§56-61-102. 
Gross premiums. 
County mutual insurance companies, 
§56-22-103. 
Group accident and health insurance. 
Accident and sickness insurance, 
§56-26-201. 
Group long-term care insurance. 
Long-term care insurance, §56-42-103. 
Guarantee continuable. 
Accident and sickness insurance, 
§56-26-101. 
Guaranteed asset protection waivers, 
§56-59-102. 
Guaranty association. 
Rehabilitation and liquidation of insurance 
companies, §56-9-103. 
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DEFINED TERMS —Cont’d 
Hazardous financial condition. 

Risk retention groups and purchasing 

groups, §56-45-102. 
Health benefit plan. 
Health carrier grievances and appeals, 
§56-61-102. 
Health care facilities. 
Health care liability reporting, §56-54-103. 
Health care liability. 
Reporting, §56-54-103. 
Healthcare professional. 

Health carrier grievances and appeals, 

§56-61-102. 
Healthcare providers. 

Health care liability reporting, §56-54-103. 

Health carrier grievances and appeals, 
§56-61-102. 

Healthcare services. 

Health carrier grievances and appeals, 
§56-61-102. 

Health maintenance organizations, 
§56-32-102. 

Medicare+Choice programs, §56-48-102. 

Preferred provider organization 
transparency act, §56-60-102. 

Health carrier. 

Health carrier grievances and appeals, 

§56-61-102. 
Health insurance plan. 

Preferred provider organization 

transparency act, §56-60-102. 
Health insurer. 

Risk-based capital, §56-46-102. 

Health maintenance organization. 

Insurance, §56-32-102. 

Insurance companies, risk management and 
own risk and solvency assessment 
(ORSA), §56-11-202. 

Insurance holding companies, §56-11-101. 

Health maintenance organization 
holding company system. 

Insurance holding companies, §56-11-101. 

Health organizations. 
Risk-based capital for health organizations, 
§56-46-201. 
HHS. 
Medicare+Choice programs, §56-48-102. 
Home state. 
Surplus lines insurance, §56-14-102. 
Hospital. 

Accident and sickness insurance, 

§56-26-301. 
Impaired insurer. 

Life and health insurance guaranty 

associations, §56-12-203. 
Incidental costs. 
Vehicle protection products warranties, 
§56-55-102. 
Incorporated cell. 
Captive insurance companies, §56-13-102. 
Incorporated cell captive insurance 
company. 
Captive insurance companies, §56-13-102. 


DEFINED TERMS —Cont’d 
Individual market. rs 
Accident and sickness insurance, 
§56-26-101. 
Industrial insured. 
Captive insurance companies, §56-13-102. 
Industrial insured group. 
Captive insurance companies, §56-13-102. 
Insolvency. 

Rehabilitation and liquidation of insurance 
companies, §56-9-103. 

Special purpose financial captives, 
§56-13-402. 

Insolvent. 

Prepaid health services, §56-51-102. 

Special purpose financial captives, 
§56-13-402. 

Insolvent insurer. 

Insurance guaranty associations, 
§56-12-104. 

Life and health insurance guaranty 
associations, §56-12-203. 

Insurance. 

Joint underwriting/risk sharing, §56-41-101. 

Risk retention groups and purchasing 
groups, §56-45-102. 

Insurance company. 

County mutual insurance companies, 
§56-22-103. 

Surplus lines insurance, §56-14-102. 

Insurance group. 

Insurance companies, risk management and 
own risk and solvency assessment 
(ORSA), §56-11-202. 

Insurance holding company system, 
§56-11-101. 

Insurance policy. 

Insurance fraud, §56-53-101. 

Workers’ compensation fraud, §56-47-102. 
Insurance professional. 

Insurance fraud, §56-53-101. 

Workers’ compensation fraud, §56-47-102. 
Insurance securitization. 

Special purpose financial captives, 

§56-13-402. 
Insurance tracking. 
Creditor-placed insurance, §56-49-103. 
Insurance transaction. 
Insurance fraud, §56-53-101. 
Workers’ compensation fraud, §56-47-102. 
Insurer. 

Accident and sickness insurance, 
§56-26-301. 

County mutual insurance companies, 
§56-22-103. 

Creditor-placed insurance, §56-49-103. 

Guaranteed asset protection waivers, 
§56-59-102. 

Insurance companies, risk management and 
own risk and solvency assessment 
(ORSA), §56-11-202. 

Insurance fraud, §56-53-101. 

Insurance holding companies, §§56-11-101, 
56-11-104. 
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DEFINED TERMS —Cont’d 
Insurer —Cont’d 
Interstate insurance product regulation 
compact, §56-58-102. 
Legal insurance, §56-43-103. 
Rehabilitation and liquidation of insurance 
companies, §56-9-103. 
Supervision, §56-9-501. 

Workers’ compensation fraud, §56-47-102. 
Insuring entity. 

Health care liability reporting, §56-54-103. 
Involved insurer. 

Insurance holding companies, §56-11-104. 
Lapse. 

Creditor-placed insurance, §56-49-103. 
Laws. 

Fraternal benefit societies, §56-25-104. 
Legal insurance, §56-43-103. 

Liabilities. 
Risk retention groups and purchasing 
groups, §56-45-102. 
Licensees. 

Premium finance companies, §56-37-102. 
Lien obtainable by legal or equitable 

proceedings upon simple contract. 

Rehabilitation and liquidation of insurance 

companies, §56-9-317. 
Life insurance producer. 

Viatical settlements, §56-50-102. 
Life insurer. 

Risk-based capital, §$56-46-102. 

Limited dual interest insurance. 

Creditor-placed insurance, §56-49-103. 
Limited health service. 

Prepaid health services, §56-51-102. 
Lodge. 

Fraternal benefit societies, §56-25-104. 
Long-term care insurance, §56-42-103. 
Loss ratio. 

Creditor-placed insurance, §56-49-103. 
Major purchasers. 

Accident and sickness insurance, 

§56-26-301. 
Managed care plan. 
Health carrier grievances and appeals, 
§56-61-102. 
Managed health insurance issuer, 
§56-32-128. 
Management. 
Special purpose financial captives, 
§56-13-402. 
Mandatory control level event. 
Risk-based capital for health organizations, 
§56-46-206. 

Risk-based capital for insurers, §56-46-107. 
Mandatory control level RBC. 

Risk-based capital for health organizations, 

§56-46-201. 

Risk-based capital for insurers, §56-46-102. 
Market. 

Insurance holding companies, §56-11-104. 
Material relationship. 

Risk retention groups, §56-45-103. 
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DEFINED TERMS —Cont’d 
Medically necessary. 
Health carrier grievances and appeals, 
§56-61-102. 
Medical necessity. 
Health carrier grievances and appeals, 
§56-61-102. 
Medical or scientific evidence. 
Health carrier grievances and appeals, 
§56-61-102. 
Medical service plan corporation. 

Medical service plans, §56-27-102. 
Medical service plans. 

Insurance, §56-27-102. 

Medical services. 

Medical service plans, §56-27-102. 
Medicare+Choice program, §56-48-102. 
Member insurer. 

Insurance guaranty associations, 

§56-12-104. 
Life and health insurance guaranty 
associations, §§56-12-203, 56-12-204. 
Member organization. 

Captive insurance companies, §56-13-102. 
Members. 

Interstate insurance product regulation 

compact, §56-58-102. 
Volunteer Rx prescription discount plan, 
§56-57-101. 
Moody’s corporate bond yield average. 
Life and health insurance guaranty 
associations, §56-12-203. 
Motor vehicles. 
Guaranteed asset protection waivers, 
§56-59-102. 
Mutual corporation. 

Captive insurance companies, §56-13-102. 
Mutual insurer. 

Captive insurance companies, §56-13-102. 
Mutual life insurance corporation, 

§56-18-108. 
NAIC. 
Risk-based capital for health organizations, 
§56-46-201. 
Negative trend. 

Risk-based capital for insurers, §56-46-102. 
Net debt. 

Creditor-based insurance, §56-49-103. 
Net direct written premiums. 

Insurance guaranty associations, 

§56-12-104. 
Netting agreement. 
Rehabilitation and liquidation of insurance 
companies, §56-9-103. 
Network. 
Health carrier grievances and appeals, 
§56-61-102. 
Nonadmitted company. 

Surplus lines insurance, §56-14-102. 
Non-admitted insurer. 

Surplus lines insurance, §56-14-102. 
Noncancellable and guaranteed 

renewable. 

Accident and sickness insurance, 

§56-26-101. 


INDEX 


DEFINED TERMS -—Cont’d 
Non-compacting state. 
Interstate insurance product regulation 
compact, §56-58-102. 

Noneconomic damages. 

Health care liability reporting, §56-54-103. 
Nonprofit dental service corporation. 

Dental service plans, §56-30-102. 
Nonprofit dental service plan, §56-30-102. 
Nonprofit vision service corporation, 

§56-31-102. 

Nonprofit vision service plan. 

Vision service plans, §56-31-102. 
Open plan. 

Health carrier grievances and appeals, 
§56-61-102. 

Operating procedures. 

Interstate insurance product regulation 

compact, §56-58-102. 
Operators. 

Volunteer Rx prescription discount plan, 

§56-57-101. 
Organizational documents. 

Captive insurance companies, §56-13-102. 

Special purpose financial captives, 
§56-13-402. 

ORSA. 

Insurance companies, risk management and 
own risk and solvency assessment 
(ORSA), §56-11-202. 

ORSA guidance manual. 

Insurance companies, risk management and 
own risk and solvency assessment 
(ORSA), §56-11-202. 

Own risk and solvency assessment. 

Insurance companies, risk management and 
own risk and solvency assessment 
(ORSA), §56-11-202. 

Parents. 
Captive insurance companies, §56-13-102. 
Special purpose financial captives, 
§56-13-402. 
Participant contract. 

Protected cell captive insurance companies, 

§56-13-202. 
Participants. 
Protected cell captive insurance companies, 
§56-13-202. 

Participating dentists. 

Dental service plans, §56-30-102. 
Participating optometrists. 

Vision service plans, §56-31-102. 
Participating physician. 

Medical service plans, §56-27-102. 
Participating provider. . 

Health carrier grievances and appeals, 

§56-61-102. 
Pattern. 
Workers’ compensation fraud, §56-47-102. 
Pattern or practice. 
Insurance fraud, §56-53-101. 
Pay. 

Health maintenance organizations, 

§56-32-126. 
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DEFINED TERMS —Cont’d 
Peers. 
Dental service plans, §56-30-102. 
Medical service plans, §56-27-102. 
Vision service plans, §56-31-102. 
Person. 
County mutual insurance companies, 
§56-22-103. 
Dental service plans, §56-30-102. 
Exchange or reciprocal insurance, 
§56-16-102. 
Guaranteed asset protection waivers, 
§56-59-102. 
Health maintenance organizations, 
§56-32-102. 
Rehabilitation, liquidation, etc., 
§56-32-117. 
Insurance fraud, §56-53-101. 
Insurance guaranty associations, 
§56-12-104. 
Insurance holding companies, §§56-11-101, 
56-11-103. 
Legal insurance, §56-43-103. 
Life and health insurance guaranty 
associations, §56-12-203. 
Medical service plans, §56-27-102. 
Premium finance companies, §56-37-102. 
Title insurance, §56-35-102. 
Viatical settlements, §56-50-102. 
Vision service plans, §56-31-102. 
Volunteer Rx prescription discount plan, 
§56-57-101. 
Workers’ compensation fraud, §56-47-102. 
Personal risk liability. 
Risk retention groups and purchasing 
groups, §56-45-102. 
Physician. 
Preferred provider organization 
transparency act, §56-60-102. 
Physician-hospital organization. 
Health maintenance organizations, 
§56-32-102. 
Preferred provider organization 
transparency act, §56-60-102. 
Physician organization. 
Preferred provider organization 
transparency act, §56-60-102. 
Plan of conversion. 

Mutual insurance companies, §56-19-125. 
Plan of operation or feasibility study. 
Risk retention groups and purchasing 

groups, §56-45-102. 
Policy. 
Long-term care insurance, §56-42-103. 
Title insurance, §56-35-102. 
Viatical settlements, §56-50-102. 
Policyholder. 
County mutual insurance companies, 
§56-22-103. 
Practice. 
Workers’ compensation fraud, §56-47-102. 
Practitioner. 
Insurance fraud, §56-53-101. 
Workers’ compensation fraud, §56-47-102. 
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DEFINED TERMS —Cont’d 
Preexisting condition. 
Long-term care insurance, §56-42-105. 
Preference. 
Rehabilitation and liquidation of insurance 
companies, §56-9-317. 
Preferred claim. 
Rehabilitation and liquidation of insurance 
companies, §56-9-103. 
Premium avoidance. 
Workers’ compensation fraud, §56-47-102. 
Premium finance agreement. 
Insurance, §56-37-102. 
Premium finance companies. 
Insurance, §56-37-102. 
Insurance fraud, §56-53-101. 
Premium finance transaction. 
Insurance fraud, §56-53-101. 
Premiums. 
County mutual insurance companies, 
§56-22-103. 
Fraternal benefit societies, §56-25-104. 
Insurance fraud, §56-53-101. 
Life and health insurance guaranty 
associations, §56-12-203. 
Workers’ compensation fraud, §56-47-102. 
Premiums financed. 
Insurance, §56-37-102. 
Prepaid limited health service contract. 
Prepaid health services, §56-51-102. 
Prepaid limited health service 
organization. 
Prepaid health services, §56-51-102. 
Prescription drug. 
Volunteer Rx prescription discount plan, 
§56-57-101. 
Prescription drug discount plan. 
Volunteer Rx prescription discount plan, 
§56-57-101. 
Principal place of business. 
County mutual insurance companies, 
§56-22-103. 
Process. 
Health maintenance organizations. 
Prompt payment requirements, 
§56-32-126. 
Producer of title insurance business. 
Title insurance, §56-35-102. 
Product liability. 
Risk retention groups and purchasing 
groups, §56-45-102. 
Products. 
Interstate insurance product regulation 
compact, §56-58-102. 
Professional employer organization 
benefit and welfare plan, §56-56-101. 
Property and casualty insurer. 
Risk-based capital, §56-46-102. 
Prospective review. 
Health carrier grievances and appeals, 
§56-61-102. 
Protected cell. 
Protected cell captive insurance companies, 
§56-13-202. 


DEFINED TERMS —Cont’d 
Protected cell —Cont’d 
Special purpose financial captives, 
§56-13-402. 
Protected cell assets. 
Protected cell captive insurance companies, 
§56-13-202. 
Protected cell liabilities. 
Protected cell captive insurance companies, 
§56-13-202. 
Provider network contract. 
Preferred provider organization 
transparency act, §56-60-102. 
Providers. 
Health care liability reporting, §56-54-103. 
Health maintenance organizations, 
§56-32-102. 
Medicare+Choice programs, §56-48-102. 
Preferred provider organization 
transparency act, §56-60-102. 
Prepaid health services, §56-51-102. 
Provider-sponsored organization. 
Medicare+Choice programs, §56-48-102. 
PSO. 
Medicare+Choice programs, §56-48-102. 
Purchasing group, §$56-45-102. 
Pure captive insurance company. 
Captive insurance companies, §56-13-102. 
Qualified financial contract. 
Rehabilitation and liquidation of insurance 
companies, §56-9-103. 
Qualified independent actuaries. 
Prepaid health services, §56-51-102. 
Qualified long-term care insurance 
contract, §56-42-103. 
Qualified risk manager. 
Surplus lines insurance, §56-14-102. 
RBC instructions. 
Risk-based capital for health organizations, 
§56-46-201. 
Risk-based capital for insurers, §56-46-102. 
RBC level. 
Risk-based capital for health organizations, 
§56-46-201. 
Risk-based capital for insurers, §56-46-102. 
RBC plan. 
Risk-based capital for health organizations, 
§56-46-201. 
Risk-based capital for insurers, §56-46-102. 
REC report. 
Risk-based capital for health organizations, 
§56-46-201. 
Risk-based capital for insurers, §56-46-102. 
Receiver. 
Rehabilitation and liquidation of insurance 
companies, §56-9-103. 
Reciprocal. 
Exchange or reciprocal insurance, 
§56-16-102. 
Reciprocal insurance. 
Exchange or reciprocal insurance, 
§56-16-102. 
Reciprocal state. 
Rehabilitation and liquidation of insurance 
companies, §56-9-103. 


INDEX 


DEFINED TERMS —Cont’d 
Reckless. 
Insurance fraud, §56-53-101. 
Workers’ compensation fraud, §56-47-102. 
Register. 
Health carrier grievances and appeals, 
§56-61-102. 
Regulatory action level event. 
Risk-based capital for health organizations, 
§56-46-204. 
Risk-based capital for insurers, §56-46-105. 
Regulatory action level RBC. 
Risk-based capital for health organizations, 
§56-46-201. 
Risk-based capital for insurers, §56-46-102. 
Related finance companies. 
Guaranteed asset protection waivers, 
§56-59-102. 
Related provider trust. 
Viatical settlements, §56-50-102. 
Renewable at option of company. 
Accident and sickness insurance, 
§56-26-101. 
Reporting period. 
Prepaid health services, §56-51-102. 
Residents. 
Life and health insurance guaranty 
associations, §56-12-203. 
Retail buyers. 
Guaranteed asset protection waivers, 
§56-59-102. 
Retail seller. 
Guaranteed asset protection waivers, 
§56-59-102. 
Retrospective review. 
Health carrier grievances and appeals, 
§56-61-102. 
Revised RBC plan. 
Risk-based capital for insurers, §56-46-102. 
Risk rate. 
Title insurance, §56-35-102. 
Risk retention group, §56-45-102. 
Captive insurance companies, §56-13-102. 
Rule. 
Interstate insurance product regulation 
compact, §56-58-102. 
Rules and regulations. 
Fraternal benefit societies, §56-25-104. 
Salaries. 
Prepaid health services, agent licenses, 
§56-51-135. 
Secured claim. 
Rehabilitation and liquidation of insurance 
companies, §56-9-103. 
Security holder. 
Insurance holding companies, §56-11-101. 
Self-insurer. 
Health care liability reporting, §56-54-103. 
Service benefit concept. 
Dental service plans, §56-30-102. 
Service providers. 
Risk retention groups, §56-45-103. 
Single interest insurance. 
Creditor-placed insurance, §56-49-103. 
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DEFINED TERMS —Cont’d 
Small employer. 4 
Accident and sickness insurance, 
§56-26-101. 
Society. 
Fraternal benefit societies, §56-25-104. 
Special deposit claim. 
Rehabilitation and liquidation of insurance 
companies, §56-9-103. 
Special purpose entity. 
Viatical settlements, §56-50-102. 
Special purpose financial captive, 
§56-13-402. 
SPFC. 
Special purpose financial captives, 
§56-13-402. 
SPFC contract. 
Special purpose financial captive, 
§56-13-402. 
SPFC securities. 
Special purpose financial captive, 
§56-13-402. 
Sponsors. 
Protected cell captive insurance companies, 
§56-13-202. 
State. 
Interstate insurance product regulation 
compact, §56-58-102. 
Rehabilitation and liquidation of insurance 
companies, §56-9-103. 
Risk retention groups and purchasing 
groups, §56-45-102. 
Surplus lines insurance, §56-14-102. 
Statutory accounting principles. 
Prepaid health services, §56-51-102. 
Stranger-originated life insurance. 
Viatical settlements, §56-50-102. 
Stranger-originated life insurance 
arrangements. 
Viatical settlements, §56-50-102. 
Stranger-originated life insurance 
practices. 
Viatical settlements, §56-50-102. 
Subscribers. 
Dental service plans, §56-30-102. 
Medical service plans, §56-27-102. | 
Prepaid health services, §56-51-102. | 
Vision service plans, §56-31-102. | 
Subsidiaries. 
Insurance holding companies, §56-11-101. 
Supplemental contract. 
Life and health insurance guaranty 
associations, §56-12-203. 
Surplus. 
County mutual insurance companies, 
§56-22-103. 
Surplus lines agent. 
Surplus lines insurance, §56-14-102. 
Surplus lines insurer. 
Surplus lines insurance, §56-14-102. 
Surplus notes. 
Prepaid health services, §56-51-102. 
Special purpose financial captive, 
§56-13-402. 
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DEFINED TERMS —Cont’d 
Terminally ill. 
Viatical settlements, §56-50-102. 
Third party. 
Preferred provider organization 
transparency act, §56-60-102. 
Third party filers. 
Interstate insurance product regulation 
compact, §56-58-102. 
Title insurance agency, §56-35-102. 
Title insurance agent, §56-35-102. 
Title insurance business, §56-35-102. 
Title insurance companies, §56-35-102. 
Total adjusted capital. 
Risk-based capital for health organizations, 
§56-46-201. 
Risk-based capital for insurers, §56-46-102. 
Transfers. 
Rehabilitation and liquidation of insurance 
companies, §56-9-103. 
Unallocated annuity contract. 
Life and health insurance guaranty 
associations, §56-12-203. 
Uncovered expenditures. 
Health maintenance organizations, 
§56-32-102. 
Under common control with. 
Insurance holding companies, §56-11-101. 
Uniform standards. 
Interstate insurance product regulation 
compact, §56-58-102. 
Urgent care request. 
Health carrier grievances and appeals, 
§56-61-102. 
Vehicle protection product. 
Vehicle protection products warranties, 
§56-55-102. 
Vehicle protection products warranties, 
§56-55-102. 
Vehicle protection products warrantor, 
§56-55-102. 
Viatical settlement broker, §56-50-102. 
Viatical settlement contract, §56-50-102. 
Viatical settlement investment agent, 
§56-50-102. 
Viatical settlement provider, §56-50-102. 
Viatical settlement purchase agreement, 
§56-50-102. 


Viatical settlement purchaser, §56-50-102. 


Viaticated policy, §56-50-102. 
Viator, §56-50-102. 
Vision service. 
Vision service plans, §56-31-102. 
Voting security. 
Insurance holding companies, §56-11-101. 
Walkaway clause. 
Rehabilitation and liquidation of insurance 
companies, §56-9-338. 
Warranty holder. 
Vehicle protection products warranties, 
§56-55-102. 
Warranty reimbursement policy. 
Vehicle protection products warranties, 
§56-55-102. 
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DEFINED TERMS —Cont’d 
Withhold. 
Insurance fraud, §56-53-101. 
Workers’ compensation fraud, §56-47-102. 
Working capital. 
Health maintenance organizations, 
§56-32-112. 
Prepaid health services, §56-51-102. 
Writing agent. 
Surplus lines insurance, §56-14-102. 
Written approval. 
Accident and sickness insurance, 
§56-26-101. 


DENTAL CARE SERVICES. 
Prepaid health services, §§56-51-101 to 
56-51-155. 


DENTAL SERVICE PLAN 
CORPORATIONS, §§56-30-101 to 
56-30-134. 

Agents. 

Certificates of authority, §56-30-120. 

Articles of incorporation, §56-30-103. 

Commissioner of commerce and insurance. 
Approval of articles and amendment, 
§56-30-104. 
Beneficiary. 
Defined, §56-30-102. 

Board of directors, §56-30-105. 

Business records. 

Maintained electronically, §56-30-133. 

Capital. 

Requirements as to working capital, 
§56-30-112. 

Citation of law. 

Short title, §56-30-101. 

Commissioner of commerce and 
insurance. 

Articles of incorporation, §56-30-103. 
Approval of articles and amendment, 
§56-30-104. 
Contracts. 
Approval of contracts, §56-30-110. 
Disputes or controversies. 
Settlement, §56-30-129. 
Review of decisions, §56-30-129. 
Examinations, §56-30-118. 
Orders, §56-30-121. 
Review. 
Writ of certiorari, §56-30-124. 
Revocation or amendment, §56-30-122. 
Rates. 
Regulation of rates, §56-30-121. 
Rules and regulations, §56-30-121. 

Construction and interpretation, 
§§56-30-130, 56-30-131. 

Consumer health care advocacy act. 

Inapplicability, §56-30-132. 
Contracts. 
Commissioner of commerce and insurance. 
Approval of contracts, §56-30-110. 
Subscription contracts. 
Certificate furnished subscriber, 
§56-30-126. 
Form, §56-30-127. 
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DENTAL SERVICE PLAN 
CORPORATIONS —Cont’d 
Contracts —Cont’d 
Subscription contracts —Cont’d 
Deferment of inception coverage. 
Contract may provide for, §56-30-125. 
Duration, §56-30-125. 
Form, §56-30-126. 
Termination, §56-30-125. 
Creation, §56-30-103. 
Definitions, §56-30-102. 
Electronic claims. 
Electronic payments, $56-30-134. 
Examinations, §56-30-118. 
Exclusive right to establish or operate 
plan, §56-30-107. 
Expenses. 
Acquisition and administrative expenses, 
§56-30-114. 
Fees, §56-30-119. 
Annual statement. 
Filing fee, §56-30-117. 
Formation, §56-30-103. 
Health care liability insurance. 
Purchase authorized, §56-30-115. 
Indigent persons. 
Subscriptions for dental care for needy. 
Governmental or private contributions 
authorized, §56-30-128. 
Investments, §56-30-113. 
Liability insurance. 
Purchase authorized, §56-30-115. 
Licenses. 
Applications, §56-30-111. 
Accompanying documents, §56-30-111. 
Statement of financial conditions, 
§56-30-111. 
Filing fee, §56-30-111. 
Issuance. 
Prerequisites, §56-30-112. 
Renewal, §56-30-120. 
Revocation. 
Violations of provisions, §56-30-123. 
Suspension or cancellation of license, 
§56-30-122. 
Participating dentist. 
Agreements with, §56-30-109. 
Defined, §56-30-102. 
Liability insurance. 
Purchase by corporation authorized, 
§56-30-115. 
Limiting. 
Plan providing benefits for impoverished 
uninsured required by government 
entity, §56-30-108. 
Methods of diagnosis and treatment 
unrestricted, §56-30-108. 
Private dentist-patient relationship 
unaffected, §§56-30-106, 56-30-108. 
Right to become, §56-30-108. 


Payment of claims submitted by dentist. 


Electronic payment for electronic claims, 
§56-30-134. 


DENTAL SERVICE PLAN 
CORPORATIONS —Cont’d 
Practice of medicine, surgery or 
dentistry. 
Laws relating to not affected, §56-30-131. 
Rates. 
Commissioner of commerce and insurance. 
Regulation of rates, §56-30-121. 
Requirements, §§56-30-106, 56-30-112. 
Records. 
Business records maintained electronically, 
§56-30-133. 
Financial and statistical records, 
§56-30-116. 
Rehabilitation. 
Liquidation, §56-30-118. 
Reserves. 
Requirements, §56-30-112. 
Risk-based capital for health 


organizations, §§56-46-201 to 56-46-214. 


Service benefit concept. 
Defined, §56-30-102. 
Statements. 
Annual financial statement, §56-30-117. 
Subscribers. 
Certificates furnished subscribers, 
§§56-30-126, 56-30-127. 
Defined, §56-30-102. 
Taxation, §56-30-119. 
Title of law. 
Short title, §56-30-101. 


DENTISTS. 
Dental service plan corporations, 
§§56-30-101 to 56-30-134. 
Prepaid dental plans. 
Rehabilitation and liquidation of insurance 
companies. 
Applicability to prepaid health care 
delivery plan, §56-9-102. 
General provisions, §§56-9-101 to 
56-9-511. 


DISABILITY INSURANCE. 
Interstate insurance product regulation 
compact, §§56-58-101, 56-58-102. 


DISBARMENT. 
Attorneys at law. 
Workers’ compensation fraud, §56-47-107. 


DISCOVERY. 
Captive insurance companies. 
Information submitted with license 
application, §56-13-103. 
Insurance. 
Captive insurance companies. 
Information submitted with license 
application, §56-13-103. 


DISCRIMINATION. 
Genetic. information nondiscrimination 
in health insurance. 
Prepaid health services, restrictions, 
§56-51-116. 
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DISCRIMINATION —Cont’d 
Insurance. 
Health insurance. 
Managed health care. : 
Discrimination as to providers 
§56-32-129. 


DIVIDENDS. 
Captive insurance companies. 
Payments from capital or surplus, 
§56-13-106. 
Special purpose financial captives, 
§56-13-415. 


DRUGS. 
Discounts. 
Volunteer Rx prescription drug discount 
plan, §$56-57-101 to 56-57-106. 


E 


ELECTRONIC TRACKING OF MOTOR 
VEHICLE. 

Vehicle protection products warranties 
generally, §§56-55-101 to 56-55-115. 


ELEEMOSYNARY INSTITUTIONS. 
Charitable gift annuities, §§56-52-101 to 
56-52-111. 


EMPLOYERS AND EMPLOYEES. 
Indemnification. 
Indemnified employee welfare benefit plans, 
§§56-40-101 to 56-40-105. 
Insurance. 


Indemnified employee welfare benefit plans, 
§§56-40-101 to 56-40-105. 


Rehabilitation and liquidation of companies. 


Claims. 
Employment contracts, §56-9-325. 


ENGLISH LANGUAGE. 
Prepaid health services contracts, 
§56-51-110. 


ESCHEAT. 
Insurance. 


Rehabilitation and liquidation of companies. 


Unclaimed funds, §56-9-333. 


EXAMINATIONS. 
Captive insurance companies. 
Inspection and examination, §56-13-109. 
Charitable gift annuities. 
Examination of assets and liabilities by 
commissioner, §56-52-107. 
County mutual insurance companies, 
§56-22-115. 
Dental service plan corporations, 
§56-30-118. 
Hospital and medical service 
corporations, §56-29-115. 
Hospital service corporations, §56-28-113. 
Insurance. 
Captive insurance companies. 
Inspection and examination, §56-13-109. 
County mutual insurance companies, 
§56-22-115. 
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EXAMINATIONS —Cont’d 
Insurance —Cont’d 
Fire insurance. 
Mutual or assessment fire insurance 
companies, §56-20-114. 
Legal insurance. 
Examination of insurers. 
Duties of commissioner, §56-43-113. 
Mutual insurance. 
Companies, §56-19-119. 
Risk sharing or market assistance plans. 
Associations set up under agreement, 
§56-41-114. 
Insurance guaranty association, 
§56-12-113. 
Legal insurance. 
Commissioner of commerce and insurance. 
Examination of insurers, §56-43-113. 
Life and health insurance guaranty 
association. 
Examination and regulation by 
commissioner, §56-12-214. 
Title insurance. 
Rating organizations. 
Periodic examination by commissioner, 
§56-35-132. 
Vision service plans. 
Corporations, §56-31-117. 


EXCHANGE OR RECIPROCAL 
INSURANCE. 
Action by or against reciprocal, 
§56-16-117. 
Advancement of funds for operation. 
Domestic reciprocals, §56-16-206. 
Agents. 
Appointment, §56-16-111. 
Licenses. 

Required, §56-16-111. 
Applicability of provisions, §56-16-101. 
Insurance laws generally, §56-16-104. 

Attorney. 

Defined, §56-16-102. 

Foreign or alien reciprocals. 
Execution of contracts, §56-16-110. 
Residence and principal office, 

§56-16-109. 
Business names. 

Requirements, §56-16-106. 

Captive insurance companies. 

Organization as reciprocal insurers, 

§56-13-107. 
Citation of act. 
Short title, §56-16-101. 
Classes of insurance. 
Licensed reciprocals authorized to write 
certain classes, §56-16-103. 
Commissioner of commerce and 
insurance. 

Definition of commissioner, §56-16-102. 

Service of process. 

Actions by or against reciprocal, 
§56-16-117. 

Power of attorney appointing 
commissioner as agent for, 
§56-16-116. 
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EXCHANGE OR RECIPROCAL 
INSURANCE —Cont’d 
Contracts. 
Attorney for foreign reciprocal. 
Execution of contracts, §56-16-110. 
Power to enter into reciprocal insurance 
contract, §56-16-105. 
Definitions, §56-16-102. 
Department of commerce and insurance. 
Definition of department, §56-16-102. 
Deposits. 
Domestic reciprocals. 
Requirement, §56-16-202. 
Domestic reciprocals. 
Advancement of funds for operation, 
§56-16-206. 
Assessments. 
Assets insufficient to settle liabilities, 
§56-16-210. 
Computation, §56-16-207. 
Power to levy, §56-16-207. 
Time limit for paying, §56-16-208. 
Assets. 


Distribution upon liquidation, §56-16-209. 


Insufficiency to settle liabilities. 
Delinquency proceedings, §56-16-210. 
Levy of assessment on subscribers, 

§56-16-210. 
Board of directors. 
Powers, §56-16-203. 
Selection, §56-16-203. 
Deposit to be maintained, §56-16-202. 
Liquidation. 
Assets insufficient to settle liabilities, 
§56-16-210. 

Distribution of assets, §56-16-209. 
Statement of subscribers, §56-16-201. 
Subscriber’s agreement and power of 

attorney, §56-16-204. 
Contents, §56-16-204. 
Modification, §$56-16-204, 56-16-205. 
Foreign reciprocals. 
Attorneys at law. 
Execution of contracts, §56-16-110. 
Residence and principal office, 
§56-16-109. 
Licensing requirement, §56-16-108. 
General insurance laws. 
Applicability, §56-16-104. 
Judgment against reciprocal. 
Effect, §56-16-118. 
Licenses, §56-16-107. 
Agents. 

Requirement of license, §56-16-111. 
Classes of insurance. 

Licensed reciprocals authorized to write 

certain classes, §56-16-103. 

Foreign reciprocals, §56-16-108. 

Required, §56-16-107. 
Names. 

Business names. 

Requirements, §56-16-106. 

Reserves. 

Requirements, §56-16-115. 
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EXCHANGE OR RECIPROCAL 
INSURANCE —Cont’d~ 
Return of savings or credits to 
subscribers, §56-16-114. 
Scope of provisions, §56-16-101. 
Service of process. 
Action by or against reciprocal, §56-16-117. 
Consent to service, §56-16-116. 
Subscribers. 
Assessments. 
Contingent assessment liability, 
§56-16-112. 
Reduction, §56-16-113. 
Domestic reciprocals, §§56-16-207, 
56-16-208, 56-16-210. 
Contingent assessment liability, §56-16-112. 
Reduction, §56-16-113. 
Defined, §56-16-102. 
Domestic reciprocals. 
Assessments, §§56-16-207, 56-16-208, 
56-16-210. 
Statement of subscribers, §56-16-201. 
Subscriber’s agreement and power of 
attorney, §§56-16-204, 56-16-205. 
Judgment against reciprocal. 
Effect, §56-16-118. 
Return of savings or credits to, §56-16-114. 
Title of act. 
Short title, §56-16-101. 
Venue. 
Action by or against reciprocal, §56-16-117. 


EXECUTIONS. 
Insurance. 
Rehabilitation and liquidation of companies. 
Liquidation. 
Levy during pendency of proceeding. 
Prohibited, §56-9-408. 


F 


FEES. 
Charitable gift annuities. 
Continuance fee for certificate of authority, 
§56-52-103. 
Dental service plan corporations, 
§56-30-119. 
Annual statement. 
Filing fee, §56-30-117. 
Fraternal benefit societies. 
Licenses, §56-25-603. 
Service of process. 
Commissioner of commerce and 
insurance, §56-25-701. 
Health maintenance organizations, 
§56-32-119. 
Hospital and medical service 
corporations, §56-29-119. 
Hospital service corporations, §56-28-117. 
Insurance guaranty association. 
Exemption, §56-12-114. 
Insurance producers. 
State stock fire insurance companies. 
Certificate of authority for agents, 
§56-23-109. 
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FEES —Cont’d 
Legal insurance. 
Commissioner of commerce and insurance, 
§56-43-115. 
Life and health insurance guaranty 
association. 
Exemptions, §56-12-215. 
Prepaid health services, §56-51-145. 
Certificate of authority, §56-51-106. 
Rates and charges, §56-51-113. 
Changes, §56-51-114. 
Surplus lines insurance. 
Agent’s license, §56-14-104. 
Vehicie protection products warranties. 
Warrantors. 
Registration records, §56-55-104. 
Volunteer Rx prescription discount plan. 
Disclosures. 
Members, disclosures to, §56-57-104. 


FELONIES. 
Insurance. 


Rehabilitation and liquidation of companies. 


Obstruction of or interference with 
commissioner, §56-9-106. 


FIDELITY AND BONDING COMPANIES, 
§§56-15-101 to 56-15-115. 
Action against company. 
Estopped to deny liability, §56-15-113. 
Jurisdiction, §56-15-112. 
Venue, §56-15-112. 
Agents and solicitors. 
Unlawful to write policies except through 
resident agents, §56-15-108. 
Assets. 
Statement of assets and liabilities. 
Filing, §56-15-104. 
Authority to do business. 
Forfeiture for nonpayment of judgment, 
§56-15-114. 
Revocation. 
Mailing and publication, §56-15-107. 
Violations of provisions, §56-15-111. 
When commissioner to grant, §56-15-104. 
Banking business. 
Prohibited, §56-15-101. 
Charters. 
Filing, §56-15-104. 
Custodian of securities deposited by 
companies, §56-15-106. 
Inquiry into solvency of company, 
§56-15-107. 
Power as to violations, §56-15-110. 
Deposit to be made with commissioner, 
§56-15-105. 
Judgments. 
Forfeiture of license by nonpayment, 
§56-15-114. 
Jurisdiction. 
Action against company, §56-15-112. 
Misdemeanors. 
Doing general banking business, 
§56-15-101. 
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FIDELITY AND BONDING COMPANIES 
—Cont’d 
Misdemeanors —Cont’d 
Receipt of deposits subject to check, 
§56-15-101. 
Penalties. 
Violations of provisions, §56-15-115. 
Policies. 
Agents. 
Unlawful to write policies except through 
resident agents, §56-15-108. 
Signing in blank. 
Prohibited, §56-15-109. 
Powers. 
Generally, §56-15-101. 
Rehabilitation and liquidation of 
companies. 
Applicability of chapter, §56-9-102. 
Service of process. 
Attorney for. 
Appointment, §56-15-103. 
Sole surety on bond. 
Guaranty corporation may become, 
§56-15-102. 
Statements. 
Assets and liabilities. 
Filing of statement as condition for 
beginning business, §56-15-104. 
Venue. 
Action against company, §56-15-112. 
Violations of provisions. 
Inquiries into by commissioners, 
§56-15-110. 
Penalties, §56-15-115. 
Revocation of license, §56-15-111. 


FINES. 
County mutual insurance companies. 
Failure to file financial statement, 
§56-22-109. 
Failure to pay assessment upon insolvency, 
§56-22-111. 
Violations generally, §56-22-117. 
Guaranteed asset protection waivers. 
Commissioner, powers and duties, 
§56-59-108. 
Health care liability reporting, 
§56-54-109. 
Insurance. 
Fraud, §56-53-107. 
Long-term care insurance violations, 
§56-42-111. 
Insurance companies. 
Holding companies. 
Acquisitions resulting in change in 
control. 
Penalties, §56-11-104. 
Registration. 
Failure to register, §56-11-111. 
Risk management and own risk and 
solvency assessment (ORSA). 
Summary report. 
Failure to timely file, §56-11-209. 
Insurance fraud, §56-53-107. 
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FINES —Cont’d 
Malpractice. 

Health care liability reporting, §56-54-109. 
Prepaid health services, §56-51-140. 
Vehicle protection products warranties. 

Enforcement of provisions, §56-55-111. 
Volunteer Rx prescription discount plan. 

Operators. 

Registration violations, §56-57-106. 
Workers’ compensation. 
Fraud, §56-47-108. 


FIRE INSURANCE. 
Companies. 
County mutual insurance companies 
generally, §§56-22-101 to 56-22-120. 
Mutual or assessment fire insurance 
companies, §§56-20-101 to 56-20-117. 
State mutual fire insurance companies, 
§§56-21-101 to 56-21-132. 
State stock fire insurance companies, 
§§56-23-101 to 56-23-111. 


FOREIGN AND ALIEN INSURANCE 
COMPANIES. 
Captive insurance companies. 

Branch companies, §§56-13-301 to 

56-13-307. 
Special purpose financial captives, 
§§56-13-401 to 56-13-418. 
Certificates of authority. 
Captive insurance companies. 
Branch companies, §56-13-304. 
Special purpose financial captives, 
§56-13-404. 
Exchange of stock, $56-10-106. 
Holding companies. 

Foreign insurers or HMOs, §56-11-117. 
Merger and consolidation, §56-10-106. 
Mutual insurance. 

Admission of foreign mutual insurance 

companies, §56-19-118. 
Rehabilitation and liquidation of 
companies. 

Application of commissioner to act as, 

§56-9-401. 
Petition. 
Appointment as ancillary receiver, 
§56-9-401. 
Liquidation of assets, §56-9-401. 
Termination of conservation, §56-9-401. 
Conservator. 
Ancillary receiver. 
Petition to be appointed as, §56-9-401. 
Application of commissioner to act as, 
§56-9-401. 
Grounds for appointment of commissioner 
to act as, §56-9-401. 
Liquidation of assets. 
Petition, §56-9-401. 
Notice. 
Application of commissioner to act as, 
§56-9-401. 
Order of court, §56-9-401. 
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FOREIGN AND ALIEN INSURANCE 
COMPANIES —Cont’d ~ 
Rehabilitation and liquidation of 
companies —Cont’d 
Liquidation of assets. 
Ancillary receivers. 

Appointment of liquidator, §56-9-402. 
Application by commissioner, §56-9-402. 
Claims. 

Payment after liquidation, §56-9-402. 
Grounds, §56-9-402. 

Notice. 
Application by commissioner, 
§56-9-402. 
Receivers. 
Appointment of commissioner to act as, 
§56-9-402. 
Risk-based capital for insurers, 
§56-46-111. 


FORFEITURES. 
Fraternal benefit societies. 
Statements. 
Annual statement. 
Neglect to file, §56-25-602. 
Insurance guaranty association. 
Delinquent assessments. 
Levy of forfeiture by commissioner, 
§56-12-109. 


FORMS. 
Charitable gift annuities, §56-52-108. 
Insurance. 
Rehabilitation and liquidation of companies. 
Proof of claims, §56-9-324. 
Risk retention groups and purchasing 
groups. 
Risk retention groups. 
Notice required on policies, §56-45-104. 
Title insurance. 
Notification to buyers of availability, 
§56-35-133. 


FRATERNAL BENEFIT SOCIETIES, 
§§56-25-101 to 56-25-704. 
Agents. 
Licenses, §56-25-609. 
Alien societies. 
Foreign and alien societies. 
Admission, §56-25-605. 
Licenses, §56-25-607. 
Appeals. 
Commissioner of commerce and insurance. 
Decisions and findings of commissioner. 
Judicial review, §56-25-702. 
Articles of incorporation, §56-25-301. 
Contents, §56-25-301. 
Assets. 
Management of assets, §56-25-502. 
Attachment. 
Benefit payments and other relief exempt, 
§56-25-403. 
Benefit contracts, §56-25-404. 
Defined, §56-25-104. 
Benefits, §$56-25-401 to 56-25-4083. 
Annuity benefits. 
Authorized, §56-25-401. 
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FRATERNAL BENEFIT SOCIETIES 
—Cont’d 
Benefits —Cont’d 
Attachment. 
Exemption, §56-25-403. 
Change of beneficiaries, §56-25-402. 
Death benefits. 
Authorized, §56-25-401. 
Disability benefits. 
Authorized, §56-25-401. 
Endowment benefits. 
Authorized, §56-25-401. 
Exemption from process, §56-25-403. 
Funeral benefits, §56-25-402. 
Garnishment. 
Exemption, §56-25-403. 
Liability for. 
No personal liability, §56-25-203. 
Limitation of beneficiaries. 
Authorized, §56-25-402. 
Bonds, surety. 
Formation, §56-25-301. 
Certificates, §56-25-404. 
Cash surrender, loan or other options, 
§56-25-405. 
Defined, §56-25-104. 
Nonforfeiture benefits, §56-25-405. 
Valuation of certificates. 
Standards, §56-25-601. 
Commissioner of commerce and 
insurance. 
Certificate of authority. 
Issuance, §56-25-301. 
Definition of commissioner, §56-25-104. 
Examinations, §56-25-604. 
Deficiencies. 
Powers of commissioner upon finding 
of, §56-25-606. 
Judicial review of decisions and findings, 
§56-25-702. 
Service of process. 
Appointment as attorney for service, 
§56-25-701. 
Fee for service on, §56-25-701. 
Consolidation, merger or reinsurance. 
Effect of consolidation or merger, 
§56-25-305. 
Method of consolidation or merger, 
§56-25-305. 
Restrictions, §56-25-304. 
Conversion into stock or mutual life 
insurance company, §56-25-306. 
Plan of conversion, §56-25-306. 
Creation, §56-25-301. 
Criminal law and procedure. 
Prohibited acts generally, §56-25-703. 
Definitions, §§56-25-101, 56-25-104. 
Employees. 
Insurance. 
Purchase and maintenance for, 
§56-25-203. 
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FRATERNAL BENEFIT SOCIETIES 
—Cont’d 
Examinations. 
Commissioner of commerce and insurance, 
§56-25-604. 
Deficiencies. 
Powers of commissioner upon finding 
of, §56-25-606. 
Expenses. 
Paid by society examined, §56-25-604. 
Notice of deficiencies, §§56-25-606, 
56-25-6077. 
Exemptions from provisions, §56-25-704. 
Fees. 
Licenses, §56-25-603. 
Service of process. 
Commissioner of commerce and 
insurance, §56-25-701. 
Foreign societies. 
Admission, §56-25-605. 
Licenses. 
Refusal of license, §56-25-607. 
Required, §56-25-605. 
Revocation, §56-25-607. 
Suspension, §56-25-607. 
Forfeitures. 
Statements. 
Annual statement. 
Neglect to file, §56-25-602. 
Formation, §56-25-301. 
Articles of incorporation. 
Contents, §56-25-301. 
Bond, surety, §56-25-301. 
Certificate of authority, §56-25-301. 
Evidence. 
Certificate of authority, §56-25-301. 
Preliminary certificate of authority, 
§56-25-301. 
Solicitation of members to complete 
organization, §56-25-301. 
Funerals. 
Funeral benefits, §56-25-402. 
Garnishment. 
Benefit payments and other relief exempt, 
§56-25-403. 
Governing body. 
Amendment of laws, §56-25-302. 
Generally, §56-25-103. 
Meetings, §56-25-203. 
Representative form of government, 
§56-25-103. 
Grievance procedures. 
Provision for, §56-25-202. 
Immunity. 
Benefits. 
No personal liability for, §56-25-203. 
Indemnification. 
Power of societies, §56-25-203. 
Injunctions, §56-25-608. 
Transaction of business, §56-25-606. 
Insurance. 
Directors, officers, employees or agents. 
Purchase and maintenance for, 
§56-25-203. 
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FRATERNAL BENEFIT SOCIETIES 
—Cont’d 
Insurance —Cont’d 
Exemption from insurance laws, 
§56-25-503. 
Rehabilitation and liquidation of insurance 
companies. 
Applicability of chapter, §56-9-102. 
General provisions, §§56-9-101 to 
56-9-511. 
Reinsurance. 
Generally, §§56-25-304, 56-25-305. 
Investments, §56-25-501. 
Laws. 
Amendment, §56-25-302. 
Effect as to benefit contracts, §56-25-404. 
Defined, §56-25-104. 
Grievance procedures. 
Provision for, §56-25-202. 
Waiver of laws, §56-25-204. 
Liabilities. 
Benefits. 
No personal liability for, §56-25-203. 
Licenses, $56-25-603. 
Agents, §56-25-609. 
Fee, §56-25-603. 
Foreign societies, §§56-25-605, 56-25-607. 
Liquidation. 
Order of court, §56-25-606. 
Lodge system. 
Children’s lodges, §56-25-102. 
Definition of lodge, §56-25-104. 
Societies deemed to be operating on, 
§56-25-102. 
Members. 
Admission to membership, §56-25-201. 
Eligibility for membership, §56-25-201. 
Formation of society. 
Solicitation of members to complete, 
§56-25-301. 
Grievance procedures. 
Provision for, §56-25-202. 
Limitations on membership. 
Exempted societies and associations, 
§56-25-704. 
Operation for benefit of members, 
§56-25-105. 
Merger. 
Generally, §§56-25-304, 56-25-305. 
Minors. 
Lodge system. 
Children’s lodges, §56-25-102. 
Misdemeanors. 
Prohibited acts, §56-25-703. 
Nonprofit institutions. 
Power to create, maintain and operate, 
§56-25-303. 
Notice. 
Commissioner of commerce and insurance. 
Notice of deficiencies, §56-25-606. 
Foreign or alien societies, §56-25-607. 
Officers. 
Insurance. 
Purchase and maintenance for, 
§56-25-203. 


FRATERNAL BENEFIT SOCIETIES 


—Cont’d ‘ 
Operation for benefit of members, 
§56-25-105. 
Powers. 


Generally, §56-25-105. 
Nonprofit institutions. 
Creation, maintenance and operation, 
§56-25-303. 
Publication. 
Official publication, §56-25-202. 
Receivers. 
Appointment, §56-25-606. 
Reinsurance. 
Generally, §§56-25-304, 56-25-305. 
Representative form of government, 
§56-25-103. 
Reserves, §56-25-601. 
Restraint of trade. 
Unfair competition and unfair or deceptive 
practices, §56-25-610. 
Saving provision. 
Existing societies, §56-25-603. 
Service of process, §56-25-701. 
Commissioner of commerce and insurance. 
Appointment as attorney for service, 
§56-25-701. 
Fee for service on, §56-25-701. 
Statements. 
Annual statement to. 
Synopsis. 
Mailing to members, §56-25-202. 
Taxation. 
Exemption, §56-25-504. 
Unfair competition and unfair or 
deceptive practices, §56-25-610. 
Valuation of certificates. 
Standards, §56-25-601. 
Violations of provisions. 
Prohibited acts, §56-25-703. 
Waiver of laws, §56-25-204. 


FRAUD. 
County mutual insurance companies, 
§56-22-119. 
Insurance. 
County mutual insurance companies, 
§56-22-119. 
Vehicle protection products warranties. 
Cancellation of sale and warranty, 
§56-55-108. 
False or misleading statements in 
warranties, §56-55-109. 
Viatical settlements, §56-50-114. 
Workers’ compensation, §§56-47-101 to 
56-47-112. 


FRAUDS, STATUTE OF. 
Insurance. 
Rehabilitation and liquidation of companies. 
Liquidation. 
Power of liquidation to assert against 
third parties, §56-9-310. 
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FRAUDULENT CONVEYANCES. 
Insurance. 


Rehabilitation and liquidation of companies. 


Fraudulent transfers. 
Burden of proof. 
Transfers of property other than real 
property, §56-9-316. 
Effect, §56-9-315. 
Notice. 
Preservation for benefit of estate, 
§56-9-315. 
Personal liability, §56-9-315. 
Transfers of property after filing of 
petition, §56-9-316. 
Preservation for benefit of estate, 
§56-9-315. 
Receivers. 
Voiding, §56-9-315. 
Transfers of property after filing of 
petition, §56-9-316. 
When transfer made, §56-9-315. 
Rehabilitator. 
Power to avoid fraudulent transfers, 
§56-9-303. 


FUEL KILL SWITCHES. 
Vehicle protection products warranties 
generally, §§56-55-101 to 56-55-115. 


FUNDS. 
Insurance. 
Risk retention groups and purchasing 
groups. 
Insurance insolvency guaranty fund. 
Covered risks, §56-45-105. 
Risk sharing or market assistance plans. 
Stabilization reserve fund. 
Established, §56-41-108. 


FUNERALS. 
Fraternal benefit societies. 
Funeral benefits, §56-25-402. 


G 


GAP WAIVERS. 
Guaranteed asset protection waivers, 
§§56-59-101 to 56-59-109. 


GARNISHMENT. 
Fraternal benefit societies. 
Benefit payments and other relief exempt, 
§56-25-403. 
Insurance. 


Rehabilitation and liquidation of companies. 


Liquidation. 
Garnishment during pendency of 
proceeding. 
Prohibited, §56-9-408. 


GENERAL ASSEMBLY. 
Health care liability reporting. 
Summary report to general assembly, 
§56-54-111. 


INDEX 


GENETIC TESTING. 
Nondiscrimination in health insurance. 
Prepaid health services, restrictions, 
§56-51-116. 
Prepaid health services. 
Restrictions, §56-51-116. 


GIFTS. 
Charitable gift annuities. 
Provisions effective 1/1/2009, §§56-52-101 to 
56-52-111. 


GUARANTEED ASSET PROTECTION 
WAIVERS, §§56-59-101 to 56-59-109. 
Authority for sale within state, 
§56-59-103. 
Cancellation of insurance policy, 
§56-59-104. 
Cancellation or termination of waiver, 
§56-59-106. 
Commercial transactions, 
nonapplicability, §56-59-107. 
Commissioner, powers and duties, 
§56-59-108. 
Conditioning credit, sale or lease on 
purchase of waiver. 
Prohibited, §56-59-103. 
Default under finance agreement. 
Cancellation or termination of waiver due 
to. 
Refund paid to creditor, §56-59-106. 
Definitions, §56-59-102. 
Disclosures required, §56-59-105. 
Duration of insurance coverage, 
§56-59-104. 
Free look period. 
Cancellation or termination of waiver. 
Full refund of purchase price, §56-59-106. 
Insurance laws exemptions, §§56-59-101, 
56-59-109. 
Insurance of obligations required of 
retailers, §56-59-103. 
Policies insuring waivers. 
Requirements, §56-59-104. 
Purpose of chapter, §56-59-101. 
Refunds. 
Cancellation or termination of waiver, 
§56-59-106. 
Title of chapter, §56-59-101. 
Violations of provisions. 
Commissioner, powers and duties, 
§56-59-108. 


H 


HEADQUARTERS FACILITIES, 
QUALIFIED. 
Captive insurance companies. 
Association captive insurance companies. 
Qualified headquarters property. 
Holding interest in, §56-13-111. 


HEALTH CARE LIABILITY. 
Insurance. 
Dental service plan corporations, purchase 
authorized, §56-30-115. 
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HEALTH CARE LIABILITY —Cont’d 
Insurance —Cont’d 
Medical service plan corporations, purchase 
authorized, §56-27-115. 
Vision service plan corporations, purchase 
authorized, §56-31-114. 
Reporting, §§56-54-101 to 56-54-111. 
Action to contest assessment of penalty, 
§56-54-109. 
Applicability of provisions, §56-54-104. 
Claims, §56-54-105. 
Confidentiality of information, §56-54-107. 
Contents of reports, §56-54-106. 
Cost of implementation of provisions, 
§56-54-108. 
Counsel for claimants, information to be 
submitted, §56-54-105. 
Definitions, §56-54-103. 
Electronic submission of information, 
§56-54-105. 
Format and coding protocol, §56-54-106. 
Information submitted, limitation on use, 
§56-54-102. 
Legislative intent, §56-54-102. 
Penalties for violations, §56-54-109. 
Rules and regulations, §56-54-110. 
Summary report to general assembly, 
§56-54-111. 
Title of provisions, §56-54-101. 


HEALTH CARRIER GRIEVANCES AND 
APPEALS, §§56-61-101 to 56-61-125. 

Applicability of act, §56-61-103. 
Citation of act, §56-61-101. 
Commissioner. 

Defined, §56-61-102. 

Filing of procedures for handling 

grievances, §56-61-106. 

Rules promulgation, §56-61-110. 
Definitions, §§56-61-102, 56-61-112. 
Documentation of grievances. 

Maintenance of register of written records, 

§56-61-105. 
Expedited external review, §§56-61-117, 
56-61-124. 
Expedited review of urgent care requests 
of grievances. 

Clinical peer or peers. 

Appointment, §56-61-109. 

Establishment of written procedures, 

§56-61-109. 
External review organizations, 
§§56-61-120 to 56-61-123. 

Approval, §56-61-120. 

Good faith immunity, §56-61-122. 

Immunity from liability, §56-61-122. 

Minimum qualifications, §56-61-121. 

Reporting requirements, §56-61-123. 

Responsibilities, §56-61-116. 

External review program. 
Binding nature of external review decisions, 
§56-61-119. 
Disclosure requirements, §56-61-125. 
Election by health carrier, §56-61-112. 


HEALTH CARRIER GRIEVANCES AND 
APPEALS —Cont’'d - 
External review program —Cont’d 
Evidentiary effect of external review 
decisions, §56-61-119. 
Exhaustion of internal grievance process, 
§56-61-115. 
Expedited external review, §§56-61-117, 
56-61-124. 
Funding of external review, §56-61-124. 
Investigational service or treatment. 
Request for external review, §56-61-118. 
Notice of right to external review, 
§56-61-113. 
Notice to aggrieved person, §56-61-116. 
Preliminary review, §56-61-116. 
Request for external review, §56-61-114. 
Rights of aggrieved party, §56-61-116. 
Standard external review, §56-61-116. 
First level review of adverse 
determination. 
Contents of decision, §56-61-107. 
Exhaustion of internal grievance process, 
§56-61-115. 
Notice of adverse determination, 
§56-61-107. 
Notice requirements, §56-61-107. 
Rights at aggrieved person, §56-61-107. 
Statement of findings of act, §56-61-107. 
Investigational service or treatment. 
Request for external review, §56-61-118. 
Penalties for violations, §56-61-111. 
Public policy, §56-61-101. 
Scope of act, §56-61-103. 
Second level review of adverse 
determination. 
Appointment of review panel, §56-61-108. 
Contents of decision, §56-61-108. 
Exhaustion of internal grievance process, 
§56-61-115. 
Notice requirements, §56-61-108. 
Procedures for conducting review, 
§56-61-108. 
Request for external review, §56-61-114. 
Statement of findings of act, §56-61-108. 
Services not medically necessary. 
Limitations or restrictions on denying 
coverage, §56-61-104. 
Short title of act, §56-61-101. 
Title of act, §56-61-101. 
Violations of act, §56-61-111. 
Written procedures for grievances. 
Expedited review of urgent care requests, 
§56-61-109. 
Filing with commissioner, §56-61-106. 


HEALTH INSURANCE. 
Abortion coverage. 
Exchanges pursuant to federal regulation. 
Prohibition on abortion coverage, 
§56-26-134. 
Aged persons. 
Health care insurance advice for senior 
citizens. 
Commissioner of commerce and insurance 
to prepare booklet, §56-26-132. 
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HEALTH INSURANCE —Cont’d 
Applications. 
Alteration, §56-26-118. 
Copy on request, §56-26-117. 
False statements, §56-26-119. 
Misstatement of age, §56-26-121. 
Part of policy. 
Attachment to or endorsement on policy 
required, §56-26-117. 
Beneficiary. 
Change of beneficiary. 
Required policy provisions, §56-26-108. 


Blanket accident and sickness insurance. 


Defined, §56-26-101. 
Claims. 
Forms, §56-26-108. 
Payment. 
Required policy provisions, §56-26-108. 
Commissioner of commerce and 
insurance. 
Cost reporting. 
Powers of commissioner, §56-26-305. 
Health care insurance advice for senior 
citizens, §56-26-132. 
Policy forms. 
Approval. 

Group policies, §56-26-202. 

Individual or small employer coverage, 
§56-26-102. 

Limitations on disapproval or 
withdrawal of approval, 
§56-26-104. 

Review of decisions of commissioner, 
§56-26-105. 

Withdrawal of approval, §§56-26-103, 
56-26-104. 

Cost reporting. 
Charge data. 
Defined, §56-26-301. 
Furnishing. 

Immunity from civil liability of persons 
furnishing, §56-26-304. 

Required, §§56-26-302, 56-26-303. 

Civil liability. 
Immunity of persons furnishing data, 
§56-26-304. 
Commissioner of commerce and insurance. 
Powers, §56-26-305. 
Definitions, §56-26-301. 
Immunity from civil liability. 
Persons furnishing charge data, 
§56-26-304. 
Requirement, §56-26-302. 


Subject to available cost data, §56-26-303. 


Definitions, §56-26-101. 
Cost reporting, §56-26-301. 
Group policies, §56-26-201. 
Exchanges pursuant to federal 
regulation. 
Abortion coverage. 
Prohibition on abortion coverage, 
§56-26-134. 


INDEX 


HEALTH INSURANCE —Cont’d 

Franchise accident and sickness 
insurance. 

Cancellation of policies. 

Insurer’s right of cancellation to be stated 
on face of policy. 
Exception as to group or franchise 
policies, §56-26-127. 
Defined, §56-26-101. 
Renewal of policies. 
Insurer’s option to renew to be stated on 
face of policy. 
Exception as to group or franchise 
policies, §56-26-127. 

Genetic information nondiscrimination. 

Prepaid health services, restrictions, 
§56-51-116. 

Group policies. 

Benefits entitlement. 

Husband and wife covered as employees 
of same employer. 
Family members, §56-26-203. 
Cancellation of policies. 
Insurer’s right of cancellation to be stated 
on face of policy. 
Exception as to group or franchise 
policies, §56-26-127. 

Definitions, §56-26-201. 

Forms. 

Filing and approval, §56-26-202. 

Renewal of policies. 

Insurer’s option to renew to be stated on 
face of policy. 
Exception as to group or franchise 
policies, §56-26-127. 

Required provisions, §56-26-202. 

Self-insurers. 

Pooling of liabilities, §56-26-204. 

Sole proprietor or partner’s election against 
coverage under workers’ compensation 
law. 

Effect, §56-26-133. 

Health carrier grievance and external 
review procedure act, §§56-61-101 to 
56-61-125. 

Licenses. 

Revocation. 

Violations of provisions, §56-26-123. 

Managed health plans. 

Discrimination as to providers, §56-32-129. 

Point of service option required, §56-32-128. 

Preferred provider organization plan, option 
to be offered, §56-32-128. 

Providers. 

Rights, §56-32-130. 

Retaliation against providers prohibited, 
§56-32-130. 

Scope of services, §56-32-129. 

Medical service plans, §§56-27-101 to 
56-27-133. 

Agents. 

Certificates of authority, §56-27-120. 
Amendment, §56-27-122. 
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HEALTH INSURANCE —Cont’d 
Medical service plans —Cont’d 


HEALTH INSURANCE —Cont’d 


Medical service plans —Cont’d 
Bankruptcy generally, §§56-9-101 to 
56-9-511. 
Beneficiary. 
Defined, §56-27-102. 
Citation of law. 
Short title, §56-27-101. 
Commissioner of commerce and insurance. 
Articles of incorporation. 
Approval, §56-27-104. 
Disputes or controversies. 
Settlement, §56-27-129. 
Review of decisions, §56-27-129. 


Examination of corporations, §56-27-118. 


Orders, §56-27-121. 


Revocation or amendment, §56-27-122. 


Writ of certiorari, §56-27-124. 
Rates. 
Regulation, §56-27-121. 
Rules and regulations, §56-27-121. 
Construction and interpretation, 
§§56-27-131, 56-27-132. 
Corporations. 
Administrative expenses, §56-27-114. 
Agents, §§56-27-120, 56-27-122. 


Agreements with physicians, §56-27-109. 


Articles of incorporation. 
Amendments. 
Approval by commissioner, 
§56-27-104. 


Approval by commissioner, §56-27-104. 


Board of directors. 


Compensation of directors, §56-27-105. 


Election of directors, §56-27-105. 

Number of directors, §56-27-105. 

Qualifications of directors, §56-27-105. 
Capital. 

Requirements, §56-27-112. 
Composition, §56-27-105. 

Contracts with physicians, §56-27-109. 

Definition of medical service plan 
corporation, §56-27-102. 

Examination, §56-27-118. 

Fees, §56-27-119. 

Formation, §56-27-103. 

Investments, §56-27-113. 

Liability insurance. 

Purchase authorized, §56-27-115. 
Number of incorporators, §56-27-103. 
Powers, §56-27-107. 

Qualifications of incorporators, 
§56-27-103. 
Records, §56-27-116. 


Rehabilitation or liquidation, §56-27-118. 


Reserves. 
Requirements, §56-27-112. 
Right to establish or operate plan. 
Exclusive right, §56-27-106. 
Statements. 
Annual statement, §56-27-117. 
Filing fee, §56-27-117. 


Corporations —Cont’d 
Taxation, §56-27-119. 
Definitions, §56-27-102. 
Health care liability insurance. 
Purchase by medical service plan 
corporations authorized, §56-27-115. 
Indigent persons. 
Subscriptions to provide medical care for 
needy. 
Governmental or private contributions 
authorized, §56-27-128. 
Investments. 
Funds of corporations, §56-27-113. 
Licenses. 
Applications, §56-27-111. 
Accompanying documents, §56-27-111. 
Statement of financial condition. 
Filing fee, §56-27-111. 
Issuance, §56-27-112. 
Renewal, §56-27-120. 
Required, §56-27-110. 
Revocation. 
Violations of provisions, §56-27-123. 
Suspension or cancellation. 
Violations of provisions, §56-27-122. 
Liquidation generally, §§56-9-101 to 
56-9-511. 
Participating physicians. 
Agreements with physicians, §56-27-109. 
Defined, §56-27-102. 
Liability insurance. 
Purchase by corporations authorized, 
§56-27-115. 
List of participating physicians. 
Mailing to subscribers, §56-27-130. 
Methods of diagnosis and treatment. 
No restrictions, §56-27-108. 
Private physician-patient relationship, 
§56-27-108. 
Right to become, §56-27-108. 
Practice of medicine and surgery. 
Laws relating to not affected, §56-27-132. 
Rates. 
Regulation, §56-27-121. 
Rehabilitation and liquidation of insurance 
companies. 
Applicability of chapter to nonprofit 
service plans, §56-9-102. 
Generally, §§56-9-101 to 56-9-511. 
Risk-based capital for health organizations, 
§§56-46-201 to 56-46-214. 
Scope and extent of medical service, 
§56-27-107. 
Sterilization insurance, §56-27-133. 
Subscription contracts. 
Certificate furnished subscriber, 
§56-27-126. 
Deferment of inception coverage. 
Contracts may provide for, §56-27-125. 
Duration, §56-27-125. 
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HEALTH INSURANCE —Cont’d 
Medical service plans —Cont’d 
Subscription contracts —Cont’d 
Forfeiture of membership by subscriber, 
§56-27-125. 
Indigent persons. 


HEALTH INSURANCE —Cont’d 
Policies —Cont’d 
Forms —Cont’d 
Required form, §56-26-106. 
Standard form, §56-26-108. 
Grace period for payment of premiums, 


Subscriptions to provide medical care §56-26-108. 
for needy. Inapplicable or inconsistent provisions, 
Governmental or private §56-26-110. 


contributions authorized, 
§56-27-128. 
Printed portions. 
Requirements as to, §56-27-127. 
Renewal, §56-27-125. 
Required provisions, §56-27-126. 
Termination, §56-27-125. 
Written contracts required, §56-27-126. 
Title of law. 
Short title, §56-27-101. 
Violations of provisions. 
Revocation, suspension or cancellation of 
licenses, §§56-27-122, 56-27-123. 
Penalties. 
Failure to state insurer’s right of 
cancellation or option to renew on face 
of policy, §56-26-128. 
Violations of provisions, §56-26-123. 
Policies. 
Cancellation. 
Insurer’s right of cancellation to be stated 
on face of policy, §56-26-125. 
Exception as to group or franchise 
policies, §56-26-125. 
Penalty for failure to state, §56-26-128. 
Permissible policy provisions, §56-26-109. 


Nonconforming policies. 

Effect, §56-26-116. 
Permissible policy provisions. 

Form, §56-26-109. 
Premiums. 

Expiration of policy. 

Acceptance of premium after, 
§56-26-121. 
Grace period for payment, §56-26-108. 
Provisions not specifically covered, 
§56-26-115. 
Renewal. 
Insurer’s option to renew to be stated on 
face of policy, §56-26-126. 
Exception as to group or franchise 
policies, §56-26-127. 
Penalty for failure to state, §56-26-128. 
Requirements of other jurisdiction, 
§56-26-113. 
Sequence of policy provisions, §56-26-111. 
Ten-day free look. 

Policies to state, §56-26-129. 
Third-party ownership, §56-26-112. 
Waiver of defenses. 

Acts not constituting, §56-26-120. 


Contents. Pooling of liabilities. 
Required contents, §§56-26-106, Self-insurers, §56-26-204. 

56-26-108. Preferred provider organization 
Deliverable in another state, §56-26-107. transparency act, §§56-60-101 to 
Exempt policies, §56-26-122. 56-60-109. 

Expiration. Premiums. 
Acceptance of premium after, §56-26-121. Expiration of policy. 

Forms. Acceptance of premium after, §56-26-121. 
Approval. Grace period for payment, §56-26-108. 


Group policies, §56-26-202. 
Individual and small employer 
coverage, §56-26-102. 
Limitations on disapproval or 

withdrawal of approval, 


Prepaid health services, §§56-51-101 to 
56-51-155. 
Senior citizens. 
Health care accident advice for. 
Commissioner of commerce and insurance 


§56-26-104. to prepare booklet, §56-26-132. 
Review of decisions of commissioner, Tax supported institutions. 
__§56-26-105. Patients not to be excluded, §56-26-124. 
eae att approval, §§56-26-103, Tennessee health carrier grievance and 


external review procedure act, 


Electronic filing. §§56-61-101 to 56-61-125. 


Individual and small employer 
coverage, §56-26-102. 
Filing. 
Individual and small employer 
coverage, §56-26-102. 
Procedure, §56-26-114. 
Hearings on. 
Notice, §56-26-103. 
Permissible policy provisions, §56-26-109. 


Violation of provisions. 
Penalties, §56-26-123. 


HEALTH MAINTENANCE 
ORGANIZATIONS, §§56-32-101 to 
56-32-126. 

Accounts and accounting. 

Deposits in custodial or control accounts, 
§56-32-112. 
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HEALTH MAINTENANCE 
ORGANIZATIONS —Cont’d 
Administrative procedure. 

Certificate of authority. 

Denial, suspension or revocation. 

Applicability of administrative 

procedures act, §56-32-118. 
Advertisements. 

Prohibited practices, §56-32-113. 
Agents. 

Licenses, §56-32-114. 

Applicability of other laws, §56-32-121. 
Audits. 

Required information, §56-32-134. 

Bidding to provide health care services, 
§56-32-123. 
Bonds, surety. 

Officers and employees, §56-32-106. 
Cancellation. 

Prohibited practices, §56-32-113. 
Capital requirements, §56-32-112. 
Cease and desist orders, §56-32-120. 
Certificate of authority. 

Applications, §56-32-103. 

Contracts of excess or aggregate insurance, 

§56-32-103. 

Denial, §56-32-104. 

Administrative procedure, §56-32-118. 
Notice of hearing, §56-32-118. 

Fees, §56-32-119. 

Issuance, §56-32-104. 

Material modifications, §56-32-103. 

Required, §56-32-103. 

Suspension or revocation. 
Administrative procedure, §56-32-118. 
Grounds, §56-32-116. 

Notice of hearing, §56-32-118. 
Winding up of affairs, §56-32-116. 

Temporary certificates, §56-32-103. 
Citation of chapter, §56-32-101. 
Collective bargaining agreements. 

Effect of, §56-32-123. 

Complaint systems. 
Prepaid health service organizations, 
§56-51-131. 
Confidentiality of information, 
§§56-32-125, 56-32-130. 

Investigations, §56-32-135. 
Conservation, §56-32-117. 
Consolidation. 

Prohibited agreements, §56-32-122. 
Construction of provisions, §56-32-121. 
Contracts. 

Hold harmless clauses, §56-32-105. 
Control, consolidation or merger. 

Prohibited agreements, §56-32-122. 
Criminal penalty, §56-32-136. 
Definitions, §56-32-102. 


Prompt payment requirements, §56-32-126. 


Delivery of health benefits. 
Annual review, §56-32-131. 


Department of commerce and insurance. 


Investigatory powers, §56-32-132. 
Evidence of coverage, §56-32-107. 


HEALTH MAINTENANCE 

ORGANIZATIONS —Cont’d 
Examination of books and records, 

§56-32-115. 

Excess or aggregate insurance. 
Filing of contract, §56-32-103. 
Foreign HMOs. 
Holding companies. 

Foreign insurers or HMOs, §56-11-117. 
Health carrier grievance and external 

review procedure act, §§56-61-101 to 

56-61-125. 

Holding companies, §§56-11-101 to 

56-11-119. 

Injunctions. 
Violations of provisions, §56-32-120. 
Investigations. 
Confidentiality of information, §56-32-135. 
Department of commerce and insurance, 
§56-32-132. 
Investments, §56-32-111. 
Licenses. 
Agents, §56-32-114. 
Liquidation, §56-32-117. 
Merger. 
Prohibited agreements, §56-32-122. 
Midwives. 
Nurse midwives and advanced practice 
nurses. 

Discrimination prohibited, §56-32-137. 
Net worth calculation, §56-32-112. 
Notice. 

Change in operation, §56-32-109. 
Nurses. 
Nurse midwives and advanced practice 
nurses. 

Discrimination prohibited, §56-32-137. 
Officers and employees. 

Bonds, surety, §56-32-106. 

Fiduciary relationship, §56-32-106. 
Penalties. 

Administrative penalties, §56-32-120. 
Pharmacy claims. 

Corrections by pharmacy, §56-32-138. 

Payment of, §56-32-138. 
Physician assistants. 

Discrimination prohibited, §56-32-137. 
Powers. : 

Generally, §56-32-105. 
Prepaid health services. 

Acceptance of payments from other 

organizations, §56-51-125. 
Prompt payment requirements, 
§56-32-126. 

Rates and charges. 

Approval, §56-32-107. 
Records. 

Examination of books and records, 

§56-32-115. 

Regulation by commissioners, §56-32-115. 
Rehabilitation, §56-32-117. 
Reports, §56-32-108. 

Fees, §56-32-119. 
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HEALTH MAINTENANCE 
ORGANIZATIONS —Cont’d 
Risk-based capital for health 


organizations, §§56-46-201 to 56-46-214. 


Risk management and own risk and 
solvency assessment (ORSA), 
§§56-11-201 to 56-11-210. 

Rules and regulations. 

Promulgation, §56-32-118. 

Short title of chapter, §56-32-101. 

Supervision, §56-32-117. 

Taxation, §56-32-124. 

TennCare. 

Pharmacy claims. 
Corrections by pharmacy, §56-32-138. 
Payment of, §56-32-138. 

Survey of persons disenrolled, §56-32-131. 

Tennessee health carrier grievance and 
external review procedure act, 
§§56-61-101 to 56-61-125. 

Verification of health benefit delivery. 

Annual review, §56-32-131. 

Violation of provisions. 

Criminal offense, §56-32-136. 
Injunction, §56-32-120. 


HEARINGS. 
Insurance. 


Rehabilitation and liquidation of companies. 


Assessments. 
Objections, §56-9-320. 
Claims. 
Denial, §56-9-327. 
Earned premiums. 
Obligation to pay insurer. 
Failure to pay, §56-9-321. 
Ex parte orders. 
Review of orders, §56-9-201. 
Liquidation. 
Power of liquidator, §56-9-310. 
Preferences. 
Notice, §56-9-317. 
Rehabilitation. 
Approval of plan, §56-9-303. 
Seizure orders. 
Extending, shortening or modifying 
terms, §56-9-201. 
Risk-based capital for insurers, §56-46-108. 
Risk retention groups and purchasing 
groups. 
Powers of commissioner, §56-45-111. 
Supervision of insurers. 
Access and confidentiality of proceedings, 
§56-9-504. 
Risk-based capital for insurers, 
§56-46-108. 
Title insurance. 
Conduct by commissioner of insurance, 
§56-35-123. 


HOLDING COMPANIES. 
Insurance. 
Holding company systems, §§56-11-101 to 
56-11-119. 


INDEX 


HOSPITAL AND MEDICAL SERVICE 
CORPORATIONS. 

Agents. 

Certificates of authority, §56-29-118. 
Applicability of provisions, §56-29-102. 
Articles of incorporation. 

Commissioner of insurance. 

Approval of articles and amendments, 
§56-29-104. 

Board of directors. 

Contracts between board member and 

corporation, §56-29-105. 

Capital. 

Requirements as to working capital, 

§56-29-109. 

Commissioner of commerce and 
insurance. 

Articles of incorporation. 

Approval of articles and amendments, 
§56-29-104. 

Examinations, §56-29-115. 

Rates. 

Submission of schedule of rates to 
commissioner, §56-29-117. 

Contracts. 

Board of directors. 

Contracts between board member and 
corporation, §56-29-105. 

Subscription contracts. 

Submission to commissioner, §56-29-117. 

Examinations, §56-29-115. 

Existing corporations. 

Prerequisites for operation under chapter, 

§56-29-103. 

Expenses. 

Acquisition and administrative expenses, 

§56-29-110. 

Fees, §56-29-119. 

Grandfather clause, §56-29-103. 

Health carrier grievance and external 
review procedure act, §§$56-61-101 to 
56-61-125. 

Hospital service corporations, $§56-28-101 
to 56-28-118. 

Investments, §56-29-112. 

Licenses. 

Applications, §56-29-107. 

Accompanying documents, §56-29-107. 
Statement of financial condition, 
§56-29-107. 
Filing fee, §56-29-107. 

Issuance. 

Prerequisites, §56-29-108. 

Renewal, §56-29-118. 

Required, §56-29-106. 

Purpose of provisions, §56-29-101. 

Rates. 

Commissioner of commerce and insurance. 
Submission of schedule of rates to 
commissioner, §56-29-117. 

Requirements as to, §56-29-108. 
Records, §56-29-114. 

Rehabilitation or liquidation, §56-29-115. 


INDEX 


HOSPITAL AND MEDICAL SERVICE 
CORPORATIONS —Cont’d 
Reserves. 
Requirements, §56-29-111. 
Risk-based capital for health 


organizations, §§56-46-201 to 56-46-214. 


Statements. 
Annual statement, §56-29-113. 
Filing fee, §56-29-113. 
License applications. 
Statements of financial condition, 
§56-29-107. 
Subscription contracts, §56-29-117. 
Taxation, §56-29-119. 
Tennessee health carrier grievance and 
external review procedure act, 
§§56-61-101 to 56-61-125. 


HOSPITAL SERVICE CORPORATIONS. 
Agents. 

Certificates of authority, §56-28-116. 
Applicability of provisions, §56-28-101. 
Articles of incorporation. 

Commissioner of commerce and insurance. 

Approval of articles and amendments, 
§56-28-102. 
Board of directors. 
Compensation of members, §56-28-103. 
Composition, §56-28-103. 
Capital. 
Requirements as to working capital, 
§56-28-107. 
Commissioner of commerce and 
insurance. 

Articles of incorporation. 

Approval of articles and amendments, 
§56-28-102. 

Examinations, §56-28-113. 

Rate. 

Approval or disapproval, §56-28-114. 

Subscriber’s contracts. 

Forms. 
Rules and regulations, §56-28-115. 
Construction and interpretation, 
§56-28-118. 
Contracts. 
Subscriber’s contracts. 
Forms. 


Rules and regulations as to, §56-28-115. 


Generally, §56-28-114. 
Examinations, §56-28-113. 
Expenses. 
Acquisition and administrative expenses, 
§56-28-108. 
Fees, §56-28-117. 
Hospital and medical service 
corporations, §§56-29-101 to 56-29-1119. 
Investments, §56-28-110. 
Licenses. 
Applications, §56-28-105. 
Accompanying documents, §56-28-105. 
Statement of financial condition, 
§56-28-105. 
Filing fee, §56-28-105. 
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HOSPITAL SERVICE CORPORATIONS 
—Cont’d . 
Licenses —Cont’d 
Issuance. 
Prerequisites, §56-28-106. 
Renewal, §56-28-116. 
Required, §56-28-104. 
Rates. 
Commissioner of commerce and insurance. 
Approval or disapproval, §56-28-114. 
Requirements as to, §56-28-106. 
Records. 
Financial and statistical records, 
§56-28-112. 
Rehabilitation or liquidation, §56-28-113. 
Rehabilitation and liquidation of insurance 
companies. 
Applicability of chapter to nonprofit 
service plans, §56-9-102. 
General provisions, §§56-9-101 to 
56-9-511. 
Reserves. 
Requirements, §56-28-109. 
Risk-based capital for health 
organizations, §§56-46-201 to 56-46-214. 
Statements. 
Annual statements, §56-28-111. 
License applications. 
Statement of financial condition, 
§56-28-105. 
Subscriber’s contracts, §§56-28-114, 
56-28-115. 
Taxation, §56-28-117. 


IGNITION KILL SWITCHES. 
Vehicle protection products warranties 
generally, §§56-55-101 to 56-55-115. 


IGNITION LOCKS, ANTITHEFT. 
Vehicle protection products warranties 
generally, §§56-55-101 to 56-55-115. 


IMMUNITY. 
Fraternal benefit societies. 
Benefits. 
No personal liability for, §56-25-203. 
Health carrier grievances and appeals. 
External review organizations. 
Good faith immunity, §56-61-122. 
Insurance. 
Fraud. 

Disclosure of information, §56-53-110. 
Risk-based capital for insurers, §56-46-112. 
Risk sharing or market assistance plans. 

Good-faith statements and actions, 

§56-41-113. 
Supervision of insurers. 

Commissioner and department. 

Limitation of liability, §56-9-510. 
Insurance fraud. 
Disclosure of information, §56-53-110. 
Insurance guaranty association, 
§56-12-116. 
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IMMUNITY —Cont’d 
Risk-based capital for health 
organizations. 
Commissioner and department, immunity, 
§56-46-211. 
Risk-based capital for insurers, 
§56-46-112. 
Viatical settlements. 
Examination of licensees, §56-50-107. 
Fraud. 
Reporting, §56-50-114. 
Workers’ compensation fraud. 
Disclosure of information, §56-47-111. 


INCHOATE OFFENSES. 
Workers’ compensation fraud, 
§§56-47-103, 56-47-104. 


INDEMNIFICATION. 
Employers and employees. 
Indemnified employee welfare benefit plans, 
§§56-40-101 to 56-40-105. 
Fraternal benefit societies. 
Power of societies, §56-25-203. 
Insurance. 
Indemnified employee welfare benefit plans, 
§§56-40-101 to 56-40-105. 
Rehabilitation and liquidation of companies. 
Preferences. 
Indemnifying property or indemnifying 
lien. 
Recovery or avoidance, §56-9-317. 


INDIGENT PERSONS. 
Dental service plan corporations. 
Subscriptions for dental care for needy. 
Governmental or private contributions 
authorized, §56-30-128. 
Vision service plans. 
Subscriptions for vision care for needy. 
Governmental or private contributions 
authorized, §56-31-128. 


INJUNCTIONS. 
Creditor-placed insurance. 
Acts or practices in violation of provisions, 

§56-49-114. 

Fraternal benefit societies, §56-25-608. 
Transaction of business, §56-25-606. 
Health maintenance organizations. 
Violation of provisions, §56-32-120. 
Insurance. 
Companies. 
Holding companies. 
Violations of provisions, §56-11-110. 
Tender offers. 

Acquisition of securities in 
contravention of provisions, 
§56-10-205. 

Creditor-placed insurance. 
Acts or practices in violation of 
provisions, §56-49-114. 
Rehabilitation and liquidation of companies. 
Liquidation. 

Order appointing liquidator. 

Full faith and credit to injunctions 
against liquidator or company, 
§56-9-313. 


INDEX 


INJUNCTIONS —Cont’d 
Insurance —Cont’d 

Risk retention groups and purchasing 

groups. 
Powers of commissioner, §56-45-111. 

Prepaid health services, §56-51-141. 

Cease and desist orders, §56-51-140. 
Viatical settlements. 

Violations of provisions, §56-50-115. 
Workers’ compensation fraud, §56-47-108. 


INSOLVENCY. 
Insurance companies. 
Rehabilitation and liquidation of companies. 
General provisions, §§56-9-101 to 
56-9-511. 


INSPECTIONS. 
Captive insurance companies. 
Inspection and examination, §56-13-109. 


INSTALLMENT PAYMENTS OF 
JUDGMENTS. 
Workers’ compensation fraud. 
Restitution payments, §56-47-106. 


INSURANCE. 
Accounts and accounting. 
Rehabilitation and liquidation of companies. 
Rehabilitator. 
Issuance of rehabilitation order to 
require accountings, §56-9-302. 
Actions. 
Exchange or reciprocal insurance. 
Action by or against reciprocal, 
§56-16-117. 
Rehabilitation and liquidation of companies. 
Liquidation. 
Order appointing liquidator. 
Effect of issuance on actions at law 
or equity, §56-9-313. 
Surplus lines insurance. 
Against unauthorized insurers, 
§56-14-112. 
Administrative procedure. 
Supervision of insurers. 
Contest of action. 
Denial of insurer’s request, §56-9-506. 
Advertising. 
Risk-based capital for insurers. 
Assertions, representations, etc., 
regarding RBC levels, §56-46-109. 
Surplus lines agents, §56-14-114. 
Viatical settlements, §56-50-113. 
Annuities. 

Nonforfeiture requirements for individual 
deferred annuities, §§56-36-101 to 
56-36-1138. 

Rehabilitation and liquidation of companies. 

Liquidation order. 
Continuation or termination, §56-9-308. 
Appeals. 
Rehabilitation and liquidation of companies. 
Liquidation. 
Appeal pendency plans, §56-9-307. 


INDEX 1712 


INSURANCE —Cont’d 
Appeals —Cont’d 
Rehabilitation and liquidation of companies 
—Cont’d 
Obligation to pay earned premiums. . 
Failure to pay, §56-9-321. 
Tender offers. 
Acts of commissioner, §56-10-207. 
Assessment plan. 
Life and casualty insurance upon 
assessment plan. 
Agents. 
Certificates of authority, §56-24-103. 
Fees, §56-24-104. 
Fees. 
Commissioner of commerce and 
insurance, §56-24-104. 
Insolvent corporations. 
Attorney general. 
Application for restraining order, 
§56-24-101. 
Receivers, §56-24-102. 
Penalties. 
Certificate of authority for agent. 
Failure to apply for or transacting 
business without, §56-24-103. 
Attachment. 


Rehabilitation and liquidation of companies. 


Liquidation. 
Attachment during pendency of 
proceeding. 
Prohibited, §56-9-408. 
Attorneys at law. 
Exchange or reciprocal insurance. 
Foreign reciprocals. 
Execution of contracts, §56-16-110. 
Residence and principal office, 
§56-16-109. 
Legal insurance. 
General provisions, §§56-43-101 to 
56-43-118. 


Rehabilitation and liquidation of companies. 


Preferences in favor of attorneys. 
Avoiding, §56-9-317. 
Attorneys’ fees. 


Rehabilitation and liquidation of companies. 


Discharge of liquidator. 
Application by person other than 
liquidator. 
Application denied, §56-9-334. 
Audits. 
Captive insurance companies. 
Annual audit, §56-13-109. 


Rehabilitation and liquidation of companies. 


Books of receivership, §56-9-337. 
Liquidation. 
Power of liquidator, §56-9-310. 
Bonds, surety. 
Captive insurance companies. 
Branch captive insurance companies. 
Security for payment of liabilities, 
§56-13-303. 
Fidelity and bonding company, §§56-15-101 
to 56-15-115. 


INSURANCE —Cont’d 
Burden of proof. ¢ 
Rehabilitation and liquidation of companies. 
Transfers of property other than real 
property after filing of petition. 
Validity of transfer, §56-9-316. 

Captive insurance companies, §§56-13-101 
to 56-13-418. 

Chancery courts. 


Rehabilitation and liquidation of companies. 


Assessment. 
Levy of assessment on members of 
insurer, §56-9-320. 
Preferences. 
Jurisdiction of chancery court, 
§56-9-317. 
Claims. 
Accident and sickness insurance, 
§56-26-108. 


Rehabilitation and liquidation of companies. 


Ancillary receivers. 

Failure to transfer assets, §56-9-410. 
By insured, §56-9-326. 

Allowance of claim, §56-9-326. 
Claimants residing in state. 

Filing claims with liquidator, ancillary 
receiver or domiciliary liquidator, 
§56-9-403. 

Contingent claims, §56-9-325. 
Creditors generally, §56-9-318. 
Denial by liquidator, §56-9-327. 
Distribution. 

Proceeding in Tennessee involving 
reciprocal state, §56-9-409. 


Due except for passage of time, §56-9-325. 


Earned premiums. 
Obligation to pay insurer. 
Limitation on claims of insurer 
against insured, §56-9-321. 
Employment contracts, §56-9-325. 
Filing. 


Creditors’ claims allowable by reason of 


avoidance. 
Excused late filing, §56-9-318. 
Late filing. 
Proof of claims, §56-9-323. 
Liquidation proceeding in reciprocal 
state. 
Claimants residing in Tennessee, 
§56-9-407. 
Liquidation proceedings begun in 
Tennessee. 
Persons residing in foreign countries 
or other states, §56-9-406. 
Proof of claims, §56-9-323. 
Foreign and alien insurance companies. 
Liquidation of assets. 
Payment of claims after liquidation, 
§56-9-402. 
Hearings. 
Denial, §56-9-327. 
Liquidation. 
Filing of claims. 
Required on notice to potential 
claimants, §56-9-311. 
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INSURANCE —Cont’d 
Claims —Cont’d 
Rehabilitation and liquidation of companies 
—Cont’d 
Liquidation proceedings begun in 
Tennessee. 
Persons residing in foreign countries 
and other states. 
Where claims filed and proved, 
§56-9-406. 
Liquidation proceedings in reciprocal 
state. 
Claimants residing in Tennessee. 
Where claims filed and proved, 
§56-9-407. 
Multiple claims under one policy, 
§56-9-326. 
Nonresidents. 
Liquidation proceedings begun in 
Tennessee. 
Where claims filed and proved, 
§56-9-406. 
Notice. 
Denial, §56-9-327. 
Objections. 
Denial, §56-9-327. 
Priority. 
Proceeding in Tennessee involving 
reciprocal state. 
Priority among owners of special 
deposit claims, §56-9-409. 
Proceeding in Tennessee involving 
reciprocal state. 
Distribution, §56-9-409. 
Proof of claims. 
Claimants residing in Tennessee. 
Liquidation proceeding in reciprocal 
state, §56-9-407. 
Filing, §56-9-323. 
Late filing, §56-9-323. 
Form, §56-9-324. 
Guaranty association, §56-9-324. 
Information to be included, §56-9-324. 
Late filings, §56-9-323. 
Persons residing in foreign countries 
and other states. 
Liquidation proceedings begun in 
Tennessee, §56-9-406. 
Secured creditors. 
Proceeding in Tennessee involving 
reciprocal state. 
Owners of secured claims, §56-9-409. 
Service of notice. 
Denial of claims, §56-9-327. 
Special deposit claims. 
Proceeding in Tennessee involving 
reciprocal state. 
Priority among owners, §56-9-409. 
Third-party actions against insureds, 
§56-9-326. 
Time. 
Claims due except for passage of time, 
§56-9-325. 
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INSURANCE —Cont’d 
Claims —Cont’d 
Secured transactions. 
Rehabilitation and liquidation of 
companies. 

Proceedings in Tennessee involving 

reciprocal state. 
Owners of secured claims, §56-9-409. 
Commissioner of commerce and 
insurance. 
Accident and sickness insurance. 
Cost reporting. 
Powers of commissioner, §56-26-305. 
Health care insurance advice for senior 
citizens, §56-26-132. 
Policy forms. 
Approval. 
Group policies, §56-26-202. 
Limitations on disapproval or 
withdrawal of approval, 
§56-26-104. 
Review of decisions of commissioner, 
§56-26-105. 
Withdrawal of approval, §§56-26-103, 
56-26-104. 
Individual or small employer coverage. 
Approval, §56-26-102. 
Annuities. 
Nonforfeiture requirements for individual 
deferred annuities. 

Rules and regulations, §56-36-113. 

Captive insurance companies, §§56-13-101 

to 56-13-418. 

Annual report, §56-13-122. 
Rules, adoption, amendment, 
§§56-13-115, 56-13-121. 
Charitable gift annuities. 
Examination of assets and liabilities by 
commissioner, §56-52-107. 
Rules and regulations, §56-52-111. 
County mutual insurance companies. 
Examination of company, §56-22-115. 
Creditor-placed insurance. 
Powers, §§56-49-114, 56-49-115. 
Delinquency proceedings. 
Rehabilitation and liquidation of 
insurance companies. 

Generally, §§56-9-101 to 56-9-511. 

Dental service plan corporations, 

§§56-30-101 to 56-30-134. 

Examinations. 
Viatical settlement licensees, §56-50-107. 
Exchange or reciprocal insurance. 
Definition of commissioner, §56-16-102. 
Service of process. 

Actions by or against reciprocal, 
§56-16-117. 

Power of attorney appointing 
commissioner as agent for, 
§56-16-116. 

Fidelity and bonding companies. 
Deposit to be made with commissioner, 
§56-15-105. 

Commissioner as custodian of securities 
deposited by companies, 
§56-15-106. 
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INSURANCE —Cont’d 
Commissioner of commerce and 
insurance —Cont’d 
Fidelity and bonding companies —Cont’d 
Inquiry into solvency of company, 
§56-15-107. 
Power as to violations, §56-15-110. 
Fraternal benefit societies, §§56-25-101 to 
56-25-704. 
Guaranteed asset protection waivers. 
Commissioner powers and duties, 
§56-59-108. 
Health care liability reporting. 
Rules and regulations, §56-54-110. 
Hospital and medical service corporations, 
§§56-29-101 to 56-29-119. 
Hospital service corporation, §§56-28-101 to 
56-28-118. 
Insurance guaranty association, 
§§56-12-101 to 56-12-121. 
Legal insurance, §§56-43-101 to 56-43-118. 
Medical service plans. 
Articles of incorporation. 
Approval, §56-27-104. 
Disputes or controversies. 
Settlement, §56-27-129. 

Review of decisions, §56-27-129. 
Examination of corporations, §56-27-118. 
Orders, §56-27-121. 

Review, §56-27-124. 

Revocation or amendment, §56-27-122. 
Rates. 

Regulation, §56-27-121. 
Rules and regulations, §56-27-121. 

Premium financing. 

Licenses. 

Investigation of applicants, §56-37-104. 

Revocation or suspension, §56-37-105. 
Records of licensees. 

Examination, §56-37-106. 


Rehabilitation and liquidation of companies. 


Generally, §§56-9-101 to 56-9-511. 
Risk retention groups and purchasing 
groups. 
Generally, §§56-45-101 to 56-45-114. 
Risk sharing or market assistance plans. 
Property and casualty insurance 
association. 

Commissioner may establish after 

public hearing, §56-41-103. 
Voluntary plan. 

Commissioner may authorize formation 

of, §56-41-102. 
Rules and regulations. 
Accident and sickness insurance. 

Cost reporting, §56-26-305. 

Annuities. 

Nonforfeiture requirements for 
individual deferred annuities, 
§56-36-113. 

Charitable gift annuities, §56-52-111. 

County mutual insurance companies, 
§56-22-120. 

Creditor-placed insurance, $56-49-115. 
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INSURANCE —Cont’d 
Commissioner of commerce and 
insurance —Cont’d 
Rules and regulations —Cont’d 
Health care liability reporting, 
§56-54-110. 
Long-term care insurance, §56-42-110. 
Risk retention groups and purchasing 
groups. 
Authority to promulgate rules and 
regulations, §56-45-114. 
Viatical settlements, §56-50-117. 
Supervision of insurers, §§56-9-501 to 
56-9-511. 
Title insurance, §§56-35-101 to 56-35-205. 
Viatical settlements. 
Enforcement powers, §56-50-115. 
Examinations and investigations, 
§56-50-107. 

Rulemaking, §56-50-117. 

Vision service plans, §§56-31-101 to 
56-31-131. 
Creditor-placed insurance, §§56-49-101 to 

56-49-115. 

Criminal law and procedure. 
Fire insurance. 
State mutual fire insurance companies. 
Borrowing of funds by officers or 
committee members, §56-21-110. 
Director or officer taking fees for 
making loans, §56-21-110. 
Mutual insurance companies. 

Violations of provisions, §56-19-123. 
Premium financing. 

Violations of provisions, §56-37-113. 
Rehabilitation and liquidation of companies. 

Obstruction of or interference with 

commissioner. 
Criminal penalty, §56-9-106. 
State stock fire insurance companies. 
Property, casualty and surety insurance. 
False swearing to statement to obtain 
certificate of authority. 
Perjury, §56-23-102. 
Defenses. 
Rehabilitation and liquidation of companies. 
Liquidation. 
Power of liquidator to assert against 
third parties, §56-9-310. 
Definitions. 
Accident and sickness insurance, 
§56-26-101. 

Cost reporting, §56-26-301. 

Group policies, §56-26-201. 
Creditor-placed insurance, §56-49-103. 
Exchange or reciprocal insurance, 

§56-16-102. 
Fraternal benefit societies, §§56-25-101, 
56-25-104. 
Holding companies, §56-11-101. 
Legal insurance, §56-43-103. 
Long-term care insurance, §56-42-103. 
Medical service plans, §56-27-102. | 
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INSURANCE —Cont’d 
Definitions —Cont’d 
Preferred provider organization 
transparency act, §56-60-102. 
Premium financing, §56-37-102. 
Rehabilitation and liquidation of companies, 
§56-9-103. 

Fraudulent transfers, §56-9-315. 

Lien obtainable by legal or equitable 
proceedings upon simple contract, 
§56-9-317. 

Person, §56-9-106. 

Preferences, §56-9-317. 

Supervision, §56-9-501. 

To cooperate, §56-9-106. 

Risk retention groups and purchasing 
groups, §56-45-102. 

Risk sharing or market assistance plans, 
§56-41-101. 

Surplus lines insurance, §56-14-102. 

Tender offers, §56-10-201. 

Title insurance, §56-35-102. 

Viatical settlements, §56-50-102. 

Department of commerce and insurance. 

Board of directors. 

Service by persons who perform legal or 

professional service, §56-16-119. 
Exchange or reciprocal insurance. 
Definition of department, §56-16-102. 
Health maintenance organizations. 
Investigatory powers of department, 
§56-32-132. 
Disability insurance. 
Interstate insurance product regulation 
compact, §§56-58-101, 56-58-102. 
Employers and employees. 
Rehabilitation and liquidation of companies. 
Claims. 
Employment contracts, §56-9-325. 
Environmental impairment insurance. 
Risk sharing or market assistance plans, 
§§56-41-101 to 56-41-114. 
Equity. 
Rehabilitation and liquidation of companies. 
Liquidation. 
Order appointing liquidator. 
Effect on actions in equity, §56-9-313. 
Escheat. 
Rehabilitation and liquidation of companies. 
Unclaimed funds, §56-9-333. 
Examinations. 
Risk sharing or market assistance plans. 

Associations set up under agreement, 
§56-41-114. 

Executions. 
Rehabilitation and liquidation of companies. 

Liquidation. 

Levy during pendency of proceeding. 
Prohibited, §56-9-408. 
Fees. 
Risk sharing or market assistance plans. 

Property and casualty insurance 
association. 

Exempt from payment of fees levied by 
state or subdivisions, §56-41-110. 
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INSURANCE —Cont’d 
Felonies. 
Rehabilitation and liquidation of companies. 

Obstruction of or interference with 
commissioner, §56-9-106. 

Fidelity and bonding companies, 

§§56-15-101 to 56-15-115. 

Fines. 
Long-term care insurance violations, 
§56-42-111. 
Forms. 
Rehabilitation and liquidation of companies. 

Proof of claims, §56-9-324. 

Risk retention groups and purchasing 
groups. 

Notice required on policies, §56-45-104. 

Fraud. 
County mutual insurance companies, 
§56-22-119. 
Insurance fraud generally, §§56-53-101 to 
56-53-112. 
Funds. 
Risk retention groups and purchasing 
groups. 
Insurance insolvency guaranty fund. 
Covered risks, §56-45-105. 
Risk sharing or market assistance plans. 

Stabilization reserve fund. 

Established, §56-41-108. 
Garnishment. 
Rehabilitation and liquidation of companies. 

Liquidation. 

Garnishment during pendency of 
proceeding. 
Prohibited, §56-9-408. 
Guaranteed asset protection waivers. 
Generally, §§56-59-101 to 56-59-109. 
Insurance laws exemptions, §§56-59-101, 
56-59-109. 
Health care liability. 
Mutual insurance companies. 

State health care liability insurance 
companies becoming state stock 
companies, §56-19-125. 

Reporting, §§56-54-101 to 56-54-111. 
Health carrier grievance and external 
review procedure act, §§56-61-101 to 

56-61-125. 

Health maintenance organizations. 
General provisions, §§56-32-101 to 
56-32-138. 
Hearings. 
Rehabilitation and liquidation of companies. 

Assessments. 

Objections, §56-9-320. 

Claims. 

Denial, §56-9-327. 

Earned premiums. 

Obligation to pay insurer. 
Failure to pay, §56-9-321. 

Ex parte orders. 

Review of orders, §56-9-201. 

Liquidation. 

Power of liquidator, §56-9-310. 
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INSURANCE —Cont’d 
Hearings —Cont’d 
Rehabilitation and liquidation of companies 
—Cont’d 
Preferences. 
Notice, §56-9-317. 
Rehabilitation. 
Approval of plan, §56-9-303. 
Seizure orders. 
Extending, shortening or modifying 
terms, §56-9-201. 
Risk-based capital for insurers, §56-46-108. 
Risk retention groups and purchasing 
groups. 
Powers of commissioner, §56-45-111. 
Supervision of insurers. 
Access and confidentiality of proceedings, 
§56-9-504. 
Holding companies. 
Prepaid health services. 
Applicability, §56-51-151. 
Provisions applicable, §56-51-155. 
Hospital and medical service 
corporations. 
General provisions, §§56-29-101 to 
56-29-119. 
Hospital service corporations. 
General provisions, §§56-28-101 to 
56-28-118. 
Immunity. 
Risk-based capital for insurers, §56-46-112. 
Risk sharing or market assistance plans. 
Good-faith statements and actions, 
§56-41-113. 
Supervision of insurers. 
Commissioner and department. 
Limitation of liability, §56-9-510. 
Indemnification. 


Rehabilitation and liquidation of companies. 


Preferences. 
Indemnifying property or indemnifying 
lien. 
Recovery or avoidance, §56-9-317. 
Indemnified employee welfare benefit 
plans, §§$56-40-101 to 56-40-105. 
Catastrophic loss. 
Exclusion from registration requirements, 
§56-40-101. 
Penalties. 
Violations of provisions, §56-40-104. 
Registration. 
Accuracy of information, §56-40-103. 
Annual registration required, §56-40-101. 
Content requirements, §56-40-102. 


Exclusion of catastrophic loss, §56-40-101. 


Filing, §56-40-102. 
Information registered and recorded. 
Accuracy requirements, §56-40-103. 
Penalties. 
Violations of provisions, §56-40-104. 
Rules and regulations, §56-40-105. 
Rules and regulations, §56-40-105. 
Violation of provisions. 
Penalties, §56-40-104. 


INSURANCE —Cont’d 
Injunctions. 
Companies. 
Tender offers. 
Acquisition of securities in 
contravention of provisions, 
§56-10-205. 
Creditor-placed insurance. 
Acts or practices in violation of 
provisions, §56-49-114. 
Rehabilitation and liquidation of companies. 
Liquidation. 
Order appointing liquidator. 
Full faith and credit to injunctions 
against liquidator or company, 
§56-9-313. 
Risk retention groups and purchasing 
groups. 
Powers of commissioner, §56-45-111. 
Insiders. 
Rehabilitation and liquidation of companies. 
Preferences in favor of insiders of insurer. 
Avoiding, §56-9-317. 
Insurance guaranty association. 
General provisions, §§56-12-101 to 
56-12-121. 
Life and health insurance guaranty 
association, §§56-12-201 to 56-12-220. 
Insurers. 
Risk-based capital for health organizations, 
§§56-46-201 to 56-46-214. 
Risk-based capital for insurers, §§56-46-101 
to 56-46-113. 
Interest. 
Rehabilitation and liquidation of companies. 
Liquidation. 
Usury. 
Power of liquidator to assert against 
third parties, §56-9-310. 
Intervention. 
Rehabilitation and liquidation of companies. 
Liquidation. 
Order. 
Intervention in pending actions by 
liquidator, §56-9-313. 
Power of liquidator to intervene, 
§56-9-310. 
Investigations. 
Creditor-placed insurance. 
Commissioner, §56-49-114. 
Health maintenance organizations. 
Department of Commerce and insurance, 
§56-32-132. 
Rehabilitation and liquidation of companies. 
Cooperation with commissioner. 
Obligations, §56-9-106. 
Obstruction of or interference with 
commissioner, §56-9-106. 
Penalties, §56-9-106. 
Risk retention groups and purchasing 
groups. 
Powers of commissioner, §56-45-111. 
Investments. 
Captive insurance companies, §56-13-111. 
Protected cell captive insurance 
companies, §56-13-206. 
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INSURANCE —Cont’d 
Investments —Cont’d 
Captive insurance companies —Cont’d 
Special purpose financial captives, 
§56-13-414. 
Fire insurance. 
State mutual fire insurance companies. 
Guaranty capital and other assets, 
§56-21-104. 
Made in corporate name, §56-21-110. 
State stock fire insurance companies, 
§56-23-111. 
Medical service plans. 
Funds of corporations, §56-27-113. 
Mutual insurance. 
Companies, §56-19-114. 


Rehabilitation and liquidation of companies. 


Liquidation. 
Power of liquidator, §56-9-310. 
Joint underwritings. 
Risk sharing or market assistance plans, 
§§56-41-101 to 56-41-114. 
Judgments and decrees. 
Exchange or reciprocal insurance. 
Effect of judgment against reciprocal, 
§56-16-118. 


Rehabilitation and liquidation of companies. 


Assessments. 
Failure to pay, §56-9-320. 
Laches. 


Rehabilitation and liquidation of companies. 


Liquidation. 
Filing of petition for liquidation and 
denial of petition. 
Laches unavailable, §56-9-313. 
Rehabilitation. 

Laches unavailable, §56-9-304. 
Legal insurance, §§56-43-101 to 56-43-118. 
Licenses. 

Captive insurance companies, §56-13-103. 
Suspension or revocation, §56-13-110. 
Surplus lines insurance. 
Agents, §56-14-104. 
Insurers. 
Required to transact business, 
§56-14-108. 
Liens. 


Rehabilitation and liquidation of companies. 


Preferences. 
Liens deemed voidable, §56-9-317. 
Liens obtainable by legal or equitable 
proceedings upon simple contract, 
§56-9-317. 
Life and health insurance guaranty 
association. 
General provisions, §$56-12-201 to 
56-12-220. 
Limitation of actions. 


Rehabilitation and liquidation of companies. 


Liquidation. 
Institution of actions or proceedings by 
liquidator, §56-9-313. 
Power of liquidator to assert statute of 
limitations against third parties, 
§56-9-310. 
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INSURANCE —Cont’d 
Limitation of actions —Cont’d 
Rehabilitation and liquidation of companies 
—Cont’d 
Liquidation —Cont’d 
Tolling of statute of limitations. 
Filing of petition for liquidation 
against insurer and denial of 
petition, §56-9-313. 
Rehabilitation. 
Tolling of statute of limitation, 
§56-9-304. 
Liquidation of companies. 
Generally, §§56-9-101 to 56-9-511. 
Long-term care insurance, §§56-42-101 to 
56-42-111. 
Applicability of chapter, §56-42-102. 
Benefits in payment status. 
Monthly report to be delivered to 
policyholder, §56-42-105. 
Citation of chapter, §56-42-101. 
Continuing education of producers, 
§56-42-109. 
Definitions, §56-42-103. 
Incontestability period, §56-42-107. 
Interstate insurance product regulation 
compact, §§56-58-101, 56-58-102. 
Nonforfeiture benefits, §56-42-108. 
Penalties for violations, $56-42-111. 
Policies. 

Incontestability period, §56-42-107. 

Issuance in other states, §56-42-104. 

Restrictions, §56-42-105. 

Summary to be delivered, §56-42-105. 
Preexisting conditions, §56-42-105. 

Prior hospitalization/institutionalization, 
§56-42-105. 

Producer training, §56-42-109. 

Purpose of chapter, §56-42-102. 

Rules and regulations. 

Adoption, §56-42-105. 

Issuance by commissioner, §56-42-110. 
Short title of chapter, §56-42-101. 
Training for producers to sell or solicit, 

§56-42-109. 
Managed health plans. 
Discrimination as to providers, §56-32-129. 
Point of service option required, §56-32-128. 
Preferred provider organization plan, option 
to be offered, §56-32-128. 
Providers. 
Rights of providers, §56-32-130. 
Retaliation against providers prohibited, 
§56-32-130. 
Scope of services, §56-32-129. 
Medicare Choice programs, §§56-48-101 to 

56-48-104. 

Misdemeanors. 
Applicability of provisions. 
Exemptions, §56-37-114. 
Exemptions from provisions, §56-37-114. 
Fidelity and bonding companies. 
During general banking business, 
§56-15-101. 
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INSURANCE —Cont’d 
Misdemeanors —Cont’d 

Fidelity and bonding companies —Cont’d 

Receiving deposits subject to check, 
§56-15-101. 
Fire insurance. 
State mutual fire insurance companies. 
Borrowing of funds by officers or 
committee members, §56-21-110. 
Director or officer taking fees for 
making loans, §56-21-110. 
Mutual insurance. 
Companies. 
Violations of provisions, §56-19-123. 

Premium finance companies. 

Violations of chapter, §56-37-113. 

Premium financing. 

Violations of provisions, §56-37-113. 

Title insurance. 

Violations of chapter, §56-35-127. 
Motor vehicle protection products 

warranties, §§56-55-101 to 56-55-115. 
Motor vehicles. 

Creditor-placed insurance. 

Generally, §§56-49-101 to 56-49-115. 
Mutual insurance. 
General provisions, §§56-19-101 to 
56-19-125. 
Mutual life insurance companies, 
§§56-18-101 to 56-18-116. 
National association of insurance 
commissioners. 

Filings with, §§56-44-101 to 56-44-104. 
Applicability of chapter, §56-44-101. 
Duty to file copy of annual statement, 

§56-44-102. 
Limitation of liability of association, 
§56-44-103. 
Penalty for failure to file, §56-44-104. 
Nonprofit service plans. 

Rehabilitation and liquidation of companies. 

Applicability of chapter, §56-9-102. 
Nonresidents. 
Rehabilitation and liquidation of companies. 
Liquidation proceedings begun in 
Tennessee. 
Residents in foreign countries or other 
states. 
Where claims filed and proved, 
§56-9-406. 
Risk retention groups and purchasing 
groups. 
Out-of-state risk retention groups. 
Requirements for doing business in 
Tennessee, §56-45-104. 
Notice. 

Creditor-placed insurance. 

Disclosure of insurance requirement, 
§56-49-113. 

Rehabilitation and liquidation of companies. 

Assessments. 
Failure to pay. 
Show cause order, §56-9-320. 


INSURANCE —Cont’d 
Notice —Cont’d . 
Rehabilitation and liquidation of companies 
—Cont’d 
Claims. 
Denial, §56-9-327. 
Disbursal of assets. 
Application to court for approval of 
proposal, §56-9-322. 
Earned premiums. 
Obligation to pay insurer. 
Failure to pay, §56-9-321. 
Ex parte orders. 
Hearing and review of orders, 
§56-9-201. 
Foreign and alien insurance companies. 
Conservator. 

Application of commissioner to act as, 
§56-9-401. 

Order by court appointing 
commissioner, effect, §56-9-401. 

Liquidation of assets. 

Application by commissioner, 
§56-9-402. 

Effect of order by court, §56-9-402. 

Fraudulent transfers. 
Preservation for benefit of estate, 
§56-9-315. 
Liquidation. 
Orders, §56-9-311. 

Effect of filing and recording, 
§56-9-307. 

Response by agents of insurer and 
penalty for failure to respond, 
§56-9-312. 

Preferences. 

Hearings, §56-9-317. 
Rehabilitation. 

Approval of plan, §56-9-303. 

Filing or recording of order. 

Effect, §56-9-302. 

Seizure orders. 

Extending, shortening or modifying 

terms, §56-9-201. 

Risk-based capital for insurers. 
Adjustment of RBC report, §56-46-103. 
Request for hearing, §56-46-108. 
Unsatisfactory RBC plans, §56-46-104. 

Risk retention groups and purchasing 

groups. 
Purchasing groups. 
Requirements for doing business in 
state, §56-45-108. 
Required notice to prospective insured, 
§56-45-112. 
Risk retention groups. 
Required notice on policies, §56-45-104. 

Supervision of insurers. 

Access and confidentiality of proceedings 

and records, §56-9-504. 

Grounds, §56-9-503. 
Oaths. 

Rehabilitation and liquidation of companies. 
Liquidation. 

Power of liquidator, §56-9-310. 
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Orders of court. 


Rehabilitation and liquidation of companies. 


Ancillary receivers. 
Appointment, §56-9-404. 
Assessments. 
Failure to pay. 
Show cause orders, §56-9-320. 
Ex parte orders, §56-9-201. 
Foreign and alien insurance companies. 
Conservator. 
Appointment of commissioner to act 
as, issuance of order, §56-9-401. 
Liquidation of assets. 
Issuance of order, §56-9-402. 
Liquidation. 
Appointment of liquidator. 
Effect of issuance of order, §56-9-313. 
Continuation or termination of policies, 
§56-9-308. 
Dissolution of corporate existence, 
§56-9-309. 
Effect, §56-9-307. 
Grounds, §56-9-306. 
Notice, §56-9-311. 

Response by agents of insurer and 
penalty for failure to respond, 
§56-9-312. 

Petition, §56-9-305. 
Rehabilitation. 
Effect of order, §56-9-302. 
Laches unavailable, §56-9-304. 
Tolling of statute of limitations, 
§56-9-304. 
Seizure orders, §56-9-201. 
Stay of pending actions or proceedings, 
§56-9-304. 
Termination. 
Petition, §56-9-305. 
Risk retention groups and purchasing 
groups. 
Federal district courts. 
Enforcement of orders in state, 
§56-45-113. 
Penalties. 
Accident and sickness insurance. 
Failure to state insurer’s right of 
cancellation or option to renew on 
face of policy, §56-26-128. 
Violations of provisions, §56-26-123. 
Agents and solicitors. 
Rehabilitation and liquidation of 
companies. 
Liquidation orders. 

Failure of agent to respond to notice, 

§56-9-312, 
Captive insurance companies. 
Violations of provisions, §56-13-120. 
Companies. 
Filings with national association of 
insurance commissioners. 
Failure by insurer to file annual 
statement, §56-44-104. 
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INSURANCE —Cont’d 
Penalties —Cont’d 
Creditor-placed insurance. 
Civil penalties for violations, §56-49-114. 
Fidelity and bonding companies. 
Violations of provisions, §56-15-115. 
Foreign and alien insurance companies. 
Admission, §56-19-118. 
Indemnified employee welfare benefit plans. 
Violations of provisions, §56-40-104. 
Legal insurance. 
Applicability to, §56-43-118. 
Long-term care insurance violations, 
§56-42-111. 
Rehabilitation and liquidation of companies. 
Liquidation orders. 
Notice. 
Failure of agents of insurer to 
respond, §56-9-312. 
Obligation to pay earned premiums to 
insurer. 
Failure to pay, §56-9-321. 
Obstruction of or interference with 
commissioner. 
Civil penalty, §56-9-106. 
Risk retention groups and purchasing 
groups. 
Power of commissioner to impose, 
§56-45-111. 
Viatical settlements. 
Civil penalties for violations, §56-50-115. 
Perjury. 
State stock fire insurance companies. 
Property, casualty and surety insurance. 
False swearing to statement to obtain 
certificate, §56-23-102. 
Preferred provider organization 
transparency act, §§56-60-101 to 
56-60-109. 
Prepaid health care delivery plans. 
Prepaid health services generally, 
§§56-51-101 to 56-51-155. 
Rehabilitation and liquidation of companies. 
Applicability of chapter, §56-9-102. 
Prescription discount plans. 
Volunteer Rx prescription discount plan, 
§§56-57-101 to 56-57-106. 
Priorities. 
Rehabilitation and liquidation of companies. 
Claims. 
Liquidation in Tennessee involving 
reciprocal state. 
Owners of special deposit claims, 
§56-9-406. 
Distribution of claims, §56-9-330. 
Professional employer organizations 
benefit and welfare plans. 
Defined, §56-56-101. 
Maintenance of plans as self-insurance by 
employer, §56-56-102. 
Purchasing groups. 
Generally, §§56-45-101 to 56-45-114. 
Rates and rating organizations. 
Captive insurance companies. 
Membership in rating organizations, 
§56-13-113. 
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INSURANCE —Cont’d 
Rates and rating organizations —Cont’d 
Commissioner of commerce and insurance. 
Fire insurance, §56-23-105. 
Creditor-placed insurance. 
Premium rates, §56-49-105. 
Approval by Commissioner, §56-49-108. 
Fire insurance. 
State stock fire insurance companies. 
Applicability of provisions to, 
§56-23-105. 
Legal insurance. 
Premium rates, §56-43-116. 
Risk-based capital for health organizations. 
RBC reports, plans, instructions, etc, not 


to be used in rate setting, §56-46-208. 


Risk-based capital for insurers. 
Reports, plans, etc., not to be used for 
ratemaking, §56-46-109. 
Risk sharing or market assistance plans. 
Plan of operation to provide method of 
making and filing rates, §56-41-107. 
Policies issued subject to nonprofit group 
retrospective rating plan, §56-41-107. 
Reciprocal insurance. 
General provisions, §§56-16-101 to 
56-16-210. 
Registration. 
Indemnified employee welfare benefit plans, 
§§56-40-101 to 56-40-105. 
Rehabilitation and liquidation of 
insurance companies, §§56-9-101 to 
56-9-511. 
Reinsurance. 
Captive insurance companies, §56-13-112. 
Special purpose financial captives, 
§56-13-412. 
Reinsurance to cede risks assumed 
under contract, §56-13-407. 
Purchase, §56-13-404. 
Tax, §56-13-114. 
Reports. 
Health care liability reporting, §§56-54-101 
to 56-54-111. 
Legal insurance. 
Insurers, §56-43-108. 
Public documents, §56-43-117. 
Long-term care insurance. 
Benefits in payment status. 
Monthly report to be delivered to 
policyholder, §56-42-105. 


Rehabilitation and liquidation of companies. 


Assessments. 
Liquidator to make report to court, 
§56-9-320. 
Claims. 
Liquidator’s report, §56-9-331. 
Liquidation. 
Financial reports required by 
liquidator, §56-9-307. 
Risk-based capital for insurers, 
§§56-46-103, 56-46-109. 
Foreign insurers, §56-46-111. 
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INSURANCE —Cont’d 
Reports —Cont’d 
Supervision of insurers. 
Access and confidentiality of proceedings 
and records, §56-9-504. 
Risk-based capital for health 
organizations, §§56-46-201 to 56-46-214. 
Risk-based capital for insurers, 
§§56-46-101 to 56-46-113. 
Risk retention groups and purchasing 
groups, §§56-45-101 to 56-45-114. 
Agents and solicitors. 
Licensed as insurance agent or broker. 
Required to solicit, procure or negotiate 
liability insurance for, §56-45-112. 
Captive insurance companies. 
Risk retention groups generally, 
§§56-13-101 to 56-13-418. 
Charters. 
Applications, §56-45-103. 
Contents, §56-45-103. 
Countersignatures not required on policies, 
§56-45-106. 
Definitions, §56-45-102. 
Enforcement of laws. 
Federal district courts. 
Orders enforceable in state, §56-45-113. 
Powers of commissioner, §56-45-111. 
Exemptions from laws of state. 
Purchasing groups, §56-45-107. 
Federal district courts. 
Orders enforceable in state, §56-45-113. 
Forms. 
Risk retention groups. 
Notice required on policies, §56-45-104. 
Hearings. 
Powers of commissioner, §56-45-111. 
Injunctions. / 
Powers of commissioner, §56-45-111. 
Insurance insolvency guaranty fund. 
Covered risks, §56-45-105. 
Loss or expense apportionment 
mechanisms, §56-45-105. 
Investigations. 
Powers of commissioner, §56-45-111. 
Nonresidents. 
Out-of-state risk retention groups. 
Requirements for doing business in 
state, §56-45-104. 
Notice. 
Purchasing groups. 
Requirements for doing business in 
state, §56-45-108. 
Required notice to prospective insureds, 
§56-45-112. 
Risk retention groups. 
Required notice on policies issued by, : 
§56-45-104. | 
Orders of court. 
Federal district courts. 
Orders enforceable in state, §56-45-113. 
Penalties. 
Power of commissioner to impose, 
§56-45-111. 
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INSURANCE —Cont’d 
Risk retention groups and purchasing 

groups —Cont’d 

Powers of commissioner. 
Enforcement of laws, §56-45-111. 

Premium taxes, §56-45-110. 

Purchasing groups. 
Disclosure requirements, §56-45-109. 
Exemptions from laws of state, 

§56-45-107. 
Laws of state. 
Group and insurers subject to, 
§56-45-107. 
Notice. 
Requirements for doing business in 
state, §56-45-108. 
Requirements for doing business in state, 
§56-45-108. 

Restrictions, §56-45-109. 
Service of legal documents or process. 

Designation of commissioner as agent, 

§56-45-108. 
Purposes of chapter, §56-45-101. 
Risk retention groups. 
Audit committee, §56-45-103. 
Code of business conduct and ethics, 
§56-45-103. 
Forms. 

Notice required on policies, §56-45-104. 
Governance standards, §56-45-103. 
Independent directors, §56-45-103. 
Notice. 

Required notice on policies issued by, 

§56-45-104. 
Out-of-state groups. 
Compliance with laws, §56-45-104. 
Documents filed with commissioner, 
§56-45-105. 
Prohibited acts, §56-45-104. 
Requirements for doing business in 
Tennessee, §56-45-104. 
Permitted liability insurance, §56-45-103. 
Plan of operation or feasibility study. 
Required before offering insurance, 
§56-45-103. 
Purchasing groups. 
Disclosure requirements, §56-45-109. 
Restrictions on purchasing insurance 
from, §56-45-109. 
Service provider contracts, requirements, 
§56-45-103. 
Written plan of operation, §56-45-103. 
Rules and regulations. 
Authority of commissioner to promulgate, 
§56-45-114. 
Service of process. 
Purchasing groups. 
Designation of commissioner as agent, 
§56-45-108. 
Signatures. 
Countersignatures not required on 
policies, §56-45-106. 
Subpoenas. 
Powers of commissioner, §56-45-111. 
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INSURANCE —Cont’d 
Risk retention groups and purchasing 
groups —Cont’d 
Surplus lines insurance. 
Purchasing groups. 
Disclosure requirements, §56-45-109. 
Taxation. 
Premium taxes, §56-45-110. 

Payment. 

Entity responsible for, §56-45-110. 

Rate, §56-45-110. 

Risk sharing or market assistance plans, 
§§56-41-101 to 56-41-114. 
Claims. 
Plan of operation to provide method of 
adjusting and processing, §56-41-107. 
Commissioner of commerce and insurance. 
Property and casualty insurance 
association. 
Commissioner may establish after 
public hearing, §56-41-103. 
Voluntary plan. 
Commissioner may authorize formation 
of, §56-41-102. 
Deficits. 
Recoupment, §56-41-107. 
Definitions, §56-41-101. 
Examinations. 
Organizations set up under agreement, 
§56-41-114. 
Fees. 
Property and casualty insurance 
association. 
Exempt from payment of fees levied by 
state or subdivisions, §56-41-110. 
Immunity. 
Good-faith statements and actions, 
§56-41-113. 
Plan of operation. 
Basis of participation. 
Plan to specify, §56-41-106. 
Claims. 
Plan to provide method of adjusting 
and processing, §56-41-107. 
Deficits. 

Recoupment of, §56-41-107. 
Disclosure of information. 

Participating insurers and agents. 

Requirements, §56-41-106. 
Duties. 

Duration and effect of, §56-41-112. 
Obligations. 

Duration and effect of, §56-41-112. 
Optional participation, §56-41-105. 
Premiums, §56-41-107. 

Property and casualty insurance 
association. 

Board of directors to submit plan to 

commissioner, §56-41-104. 
Purposes, §56-41-103. 
Rates. 
Plan to provide method of making and 
filing, §56-41-107. 
Required participation, §56-41-105. 
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INSURANCE —Cont’d INSURANCE —Cont’d 
Risk sharing or market assistance plans Risk sharing or market assistance plans 
—Cont’d —Cont’d 
Plan of operation —Cont’d Taxation. 
Underwriting and classifying risks. Property and casualty insurance 
Plan to provide method of, §56-41-107. association. 


Powers. 
Property and casualty insurance 
association, §56-41-109. 
Premiums, §56-41-107. 
Property and casualty insurance 
association. 

Board of directors. 

Administration of association. 

Administrative powers vested in, 
§56-41-104. 

Appointment of members, §56-41-104. 

Compensation, §56-41-104. 

Composition, §56-41-104. 

Expenses. 

Reimbursement of members, 
§56-41-104. 

Plan of operation. 

Directors to submit to commissioner, 
§56-41-104. 

Established. 

Commissioner may establish after 
public hearing, §56-41-103. 

Fees. 

Exempt from payment of fees levied by 
state or subdivisions, §56-41-110. — 

Plan of operation. 

Association to perform functions under, 
§56-41-103. 

Board of directors to submit to 
commissioner, §56-41-104. 

Powers, §56-41-109. 

Purposes, §56-41-103. 

Taxation. 

Exempt from taxes levied by state or 
subdivisions except real or personal 
property taxes, §56-41-110. 

Premium taxes. 

Applied premiums placed through 
association, §56-41-110. 

Voluntary plans. 

Formation in lieu of establishing 
association, §56-41-111. 

Rates. 

Plan of operation to provide method of 
making and filing, §56-41-107. 

Policies issued subject to nonprofit group 
retrospective rating plan, §56-41-107. 

Risks. 

Plan of operation to provide method of 
underwriting and classifying, 
§56-41-107. 

Stabilization reserve fund. 

Charges to policyholders, §56-41-108. 

Created, §56-41-108. 

Return to policyholders of moneys 
remaining in fund, §56-41-108. 

Use of moneys in, §56-41-108. 


Exempt from except real or personal 
property taxes, §56-41-110. 
Premium taxes apply to insurance 
placed through association, 
§56-41-110. 
Voluntary plans. 

Commissioner may authorize formation 
of, §56-41-102. 

Formation in lieu of establishing property 
and casualty insurance association, 
§56-41-111. 

Insurers doing business in state 
authorized to prepare, §56-41-111. 

Scope of plans, §56-41-111. 

Types of plans, §56-41-111. 

Rules and regulations. 
Charitable gift annuities, §56-52-111. 
Commissioner of commerce and insurance. 
Accident and sickness insurance. 
Cost reporting, §56-26-305. 

Charitable gift annuities, §56-52-111. 

Creditor-placed insurance, §56-49-115. 

Health care liability reporting, 
§56-54-110. 

Long-term care insurance, §56-42-110. 

Risk retention groups and purchasing 
groups. 

Authority to promulgate rules and 
regulations, §56-45-114. 
Viatical settlements, §56-50-117. 
Creditor-placed insurance. 
Commissioner, §56-49-115. 
Health care liability reporting, §56-54-110. 
Indemnified employee welfare benefit plans, 
§56-40-105. 
Legal insurance, §56-43-112. 
Administrative procedures act. 
Applicability, §56-43-111. 
Long-term care insurance. 
Adoption, §56-42-105. 
Issuance by commissioner, §56-42-110. 
Preferred provider organization 
transparency act, §56-60-108. 
Risk-based capital for insurers, §56-46-110. 
Risk retention groups and purchasing 
groups. 

Authority of commissioner to promulgate, 

§56-45-114. 
Supervision of insurers. 

Authority of commissioner to adopt rules, 

§56-9-508. 
Secured transactions. 
Rehabilitation and liquidation of companies. 

Claims. 

Claims of creditors secured by 
undertakings of other persons, 
§$56-9-328. 
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Secured transactions —Cont’d 
Rehabilitation and liquidation of companies 
—Cont’d 
Claims —Cont’d 
Liquidation in Tennessee involving 
reciprocal state. 
Owners of secured claims, §56-9-409. 
Valuation of security held by secured 
creditors, §56-9-329. 
Service of process. 
Exchange or reciprocal insurance. 
Action by or against reciprocal, 
§56-16-117. 
Consent to service, §56-16-116. 
Fidelity and bonding companies. 
Attorney for. 
Appointment, §56-15-103. 


Rehabilitation and liquidation of companies. 


Liquidation. 
Notice of order, §56-9-311. 
Risk retention groups and purchasing 
groups. 
Purchasing groups. 
Commissioner as agent for receiving 
service. 
Designation, §56-45-108. 
Surplus lines insurance. 
On unauthorized insurers, §56-14-112. 
Setoffs. 


Rehabilitation and liquidation of companies. 


Mutual debts and credits. 
When offset allowed, §56-9-319. 
Signatures. 
Risk retention groups and purchasing 
groups. 
Countersignatures not required on 
policies, §56-45-106. 
Sterilization. 
Medical service plans. 
Sterilization insurance provision, 
§56-27-133. 
Subpoenas. 


Rehabilitation and liquidation of companies. 


Liquidation. 
Power of liquidator, §56-9-310. 
Risk retention groups and purchasing 
groups. 
Powers of commissioner, §56-45-111. 
Subrogation. 


Rehabilitation and liquidation of companies. 


Claims of creditors secured by 
undertakings of other persons, 
§56-9-328. 

Surety insurance. 
Fidelity and bonding companies, 
§§56-15-101 to 56-15-115. 
Surplus lines insurance. 
Generally, §§56-14-101 to 56-14-117. 
Taxation. 
Risk retention groups and purchasing 
groups. 
Premium taxes, §56-45-110. 
Payment. 
Entity responsible for, §56-45-110. 
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INSURANCE —Cont’d 
Taxation —Cont’d 
Risk retention groups and purchasing 
groups —Cont’d 
Premium taxes —Cont’d 

Rate, §56-45-110. 

Risk sharing or market assistance plans. 
Property and casualty insurance 
association. 

Exempt from payment except real or 
personal property taxes, 
§56-41-110. 

Premium taxes apply to insurance 
placed through association, 
§56-41-110. 

Tennessee health carrier grievance and 
external review procedure act, 
§§56-61-101 to 56-61-125. 

Third parties. 

Rehabilitation and liquidation of companies. 
Claims. 

Creditors secured by undertakings of 
other persons, §56-9-328. 

Third party actions against insureds, 
§56-9-326. 

Title. 

Rehabilitation and liquidation of companies. 
Title to insurer’s property, §56-9-403. 
Title insurance, §§56-35-101 to 56-35-205. 
Unfair competition and deceptive acts. 
Prepaid health services, §56-51-147. 

Unfair trade and claims settlement 

practices. 
Charitable gift annuities. 

Applicability of provisions, §56-52-110. 
Preferred provider organization 

transparency act, §56-60-109. 

Viatical settlements. 

Violations considered to be unfair trade 

practice, §56-50-116. 

Vehicle protection products warranties, 
§§56-55-101 to 56-55-115. 

Venue. 

Exchange or reciprocal insurance. 
Action by or against reciprocal, 
§56-16-117. 
Rehabilitation and liquidation of companies. 
Ancillary receivers. 

Petition, §56-9-404. 

Delinquency proceedings, §56-9-104. 
Earned premiums. 

Obligation to pay insurer. 

Appeal of violation of section, 
§56-9-321. 
Foreign and alien insurance companies. 

Conservator. 

Petition by commissioner to act as, 
§56-9-401. 
Liquidation of assets. 
Petition by commissioner, §56-9-402. 
Liquidation. 
Petition for order, §56-9-305. 
Rehabilitation. 
Petitions, §56-9-301. 
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INSURANCE —Cont’d 
Venue —Cont’d 
Rehabilitation and liquidation of companies 
—Cont’d 
Rehabilitation —Cont’d 
Termination. 
Petition for order, §56-9-305. 
Viatical settlements, §§56-50-101 to 
56-50-117. 
Vision service plans, §§56-31-101 to 
56-31-131. 
Volunteer Rx prescription discount plan, 
§§56-57-101 to 56-57-106. 


INSURANCE COMPANIES. 
Abandonment. 
Rehabilitation and liquidation of companies. 
Unclaimed funds, §56-9-333. 
Acquisitions. 
Reports, §56-10-302. 
Arbitration. 
Rehabilitation and liquidation of companies. 
Liquidation orders. 
Effect of action in arbitration, 
§56-9-313. 
Assessments. 
Rehabilitation and liquidation of companies. 
Levy of assessment on members of 
insurer, §56-9-320. 
Report to court, §56-9-320. 
Assets. 
Rehabilitation and liquidation of companies. 
Disbursal, §56-9-322. 
Generally, §§56-9-101 to 56-9-511. 
Assignments. 
Rehabilitation and liquidation of companies, 
§56-9-317. 
Branch captive insurance companies, 
§§56-13-301 to 56-13-307. 
Capital. 
Risk-based capital for health organizations, 
§§56-46-201 to 56-46-214. 
Risk-based capital for insurers, §§56-46-101 
to 56-46-1138. 
Captive insurance companies, §§56-13-101 
to 56-13-418. 
Certificates of authority. 
Captive insurance companies. 
Branch companies, §56-13-304. 
Special purpose financial captives, 
§56-13-404. 
New or modified certificate required. 
Cessation of business, §56-13-417. 
Foreign insurance companies. 
Captive insurance companies. 
Branch companies, §56-13-304. 
Special purpose financial captives, 
§56-13-404. 
Revocation or suspension. 
Filings with national association of 
insurance commissioners. 
Failure by insurer to file annual 
statement, §56-44-104. 
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INSURANCE COMPANIES —Cont’d 
Chancery courts. 
Rehabilitation and liquidation of companies. 
Levy of assessment on members of 
insurer, §56-9-320. 
Preferences. 
Jurisdiction of chancery court, 
§56-9-317. 
Confidentiality of information. 
Rehabilitation and liquidation of companies. 
Delinquency proceedings. 
Records, §56-9-202. 
Risk-based capital for insurers, §56-46-109. 
Supervision of insurers. 
Proceedings and records, §56-9-504. 
Conservators. 
Rehabilitation and liquidation of companies. 
Foreign and alien insurance companies. 
Application of commissioner to act as 
conservator, §56-9-401. 
Consolidation, §§56-10-101 to 56-10-111. 
Construction and interpretation. 
Filings with national association of 
insurance commissioners. 
Applicability of chapter, §56-44-101. 
Rehabilitation and liquidation of companies. 
Applicability of chapter, §56-9-102. 
Proceedings commenced under laws in 
effect before July 1, 1991, 
§56-9-107. 
Liberal construction of chapter, 
§56-9-101. 
Liquidator. 
Enumeration of powers and authority. 
Not construed as limitation upon, 
§56-9-310. 
Powers of commissioner. 
Chapter not interpreted to limit, 
§56-9-101. 
Risk-based capital for insurers, §56-46-110. 
Risk retention groups and purchasing 
groups. 
Purposes of chapter, §56-45-105. 
Supervision of insurers. 
Applicability of chapter, §56-9-502. 
Contracts. 
Exchange or reciprocal insurance. 
Attorney for foreign reciprocal. 
Execution of contracts, §56-16-110. 
Power to enter into reciprocal insurance 
contract, §56-16-105. 
Rehabilitation and liquidation of companies. 
Liquidation. 
Power of liquidator, §56-9-310. 
Rehabilitation. 
Breach of contract. 
Entry of order not to constitute 
anticipatory breach, §56-9-302. 
Costs. 
Rehabilitation and liquidation of companies. 
Discharge of liquidator. 
Application by person other than 
liquidator. 
Application denied, §56-9-334. 
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County mutual insurance companies, 
§§56-22-101 to 56-22-120. 
Definitions. 
Captive insurance companies, §56-13-102. 
Branch captive insurance companies, 
§56-13-302. 
Protected cell captive insurance 
companies, §56-13-202. 
Special purpose financial captives, 
§56-13-402. 
Delinquency proceedings. 


Rehabilitation and liquidation of companies. 


Commencement, §56-9-104. 

Commissioner of commerce and 

insurance. 

Power to commence, §56-9-104. 
Confidentiality of records, §56-9-202. 
Generally, §§56-9-101 to 56-9-511. 
Insurers subject to, §56-9-108. 

Restrictions, §56-9-108. 
Jurisdiction, §56-9-104. 

Summary proceedings. 

Grounds for filing, §56-9-201. 
Venue, §56-9-104. 

Dental service plan corporations. 
General provisions, §§56-30-101 to 
56-30-134. 
Directors. 
Exchange of stock. 

Approval by directors, §56-10-103. 
Merger and consolidation. 

Approval by directors, §56-10-103. 

Dispositions. 

Reports, §56-10-302. 
Dividends. 

Captive insurance companies. 

Payments from capital or surplus, 

§56-13-106. 
Special purpose financial captives, 
§56-13-415. 
Examinations. 
Captive insurance companies. 
Branch captive insurance companies, 
§56-13-306. 

Inspection and examination, §56-13-109. 
County mutual insurance companies, 

§56-22-115. 

Fire insurance. 
Mutual or assessment fire insurance 
companies, §56-20-114. 
Legal insurance. 

Duties of commissioner, §56-43-113. 
Mutual insurance companies, §56-19-119. 
Viatical settlement licensees, §56-50-107. 

Exchange of stock. 
Agreement, §56-10-107. 
Authorized, §56-10-101. 
Commissioner. 

Approval, §56-10-104. 

Powers not affected, §56-10-110. 
Directors. 

Approval, §56-10-103. 
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INSURANCE COMPANIES —Cont’d 
Exchange of stock —Cont’d 
Dissenting shareholders. 
Appraisal right, §56-10-111. 
Effect, §56-10-109. 
Foreign corporations, §56-10-106. 
Procedure, §56-10-102. 
Shareholders. 
Appraisal right of dissenting 
shareholders, §56-10-111. 
Approval, §56-10-105. 
Fidelity and bonding companies, 
§§56-15-101 to 56-15-115. 
Fraternal benefit societies. 
Rehabilitation and liquidation of companies. 
Applicability of chapter, §56-9-102. 
General provisions, §§56-9-101 to 
56-9-511. 
Fraudulent conveyances. 
Rehabilitation and liquidation of companies. 
Burden of proof. 
Transfers of property other than real 
property, §56-9-316. 
Effect, §56-9-315. 
Notice. 
Preservation for benefit of estate, 
§$56-9-315. 
Personal liability, §56-9-315. 
Transfers of property after filing of 
petition, §56-9-316. 
Preservation for benefit of estate, 
§56-9-315. 
Receivers. 
Voiding, §56-9-315. 
Rehabilitator. 
Power to avoid fraudulent transfers, 
§56-9-303. 
Transfers of property after filing of 
petition, §56-9-316. 
When transfer made, §56-9-315. 
Guaranty association. 
General provisions, §§56-12-101 to 
56-12-121. 
Life and health insurance guaranty 
association, §§56-12-201 to 56-12-220. 
Hearings. 
Risk-based capital for insurers, §56-46-108. 
Holding companies, §§56-11-101 to 
56-11-119. 
Acquisition of subsidiaries, §56-11-102. 
Acquisitions resulting in change in control. 
Competitive standard, §56-11-104. 
Definitions, §56-11-104. 
Orders, §56-11-104. 
Penalties, §56-11-104. 
Pre-acquisition notification, §56-11-104. 
Scope of provisions, §56-11-104. 
Waiting period, §56-11-104. 
Appeal of commissioner’s action, §56-11-115. 
Commissioner. 
Appeal of commissioner’s action, 
§56-11-115. 
Assumption of control by commissioner. 
Insolvency, §56-11-112. 


INSURANCE COMPANIES —Cont’d 
Holding companies —Cont’d 

Confidentiality of investigations and 
examinations, §56-11-108. 

Construction and interpretation of 
provisions, §56-11-118. 

Severability of provisions, §56-11-119. 

Definitions, §56-11-101. 

Disclaimer of affiliation, §56-11-105. 

Dividends. 

Reporting dividends to shareholders, 
§56-11-105. 

Enterprise risk filings, §56-11-105. 

Examinations. 

Confidentiality, §56-11-108. 
Financial condition of insurer, 
§56-11-107. 

Foreign insurers or HMOs, §56-11-117. 

Injunctions. 

Violations of provisions, §56-11-110. 

Insolvency. 

Assumption of control by commissioner, 
§56-11-112. 
Investments. 
Subsidiaries, §56-11-102. 

Licenses. 

Refusal to renew, §56-11-114. 

Suspension or revocation, §56-11-114. 
Liquidation. 

Order, §56-11-113. 

Mergers and acquisitions of control. 
Alternative filing material, §56-11-103. 
Approval, §56-11-103. 

Consent to service, §56-11-103. 

Contents of statement, §56-11-103. 

Exemptions, §56-11-103. 

Filing requirements, §56-11-103. 

Hearing, §56-11-103. 
Organization of subsidiaries, §56-11-102. 
Registration. 

Failure to register. 

Penalties, §56-11-111. 

Required, §56-11-105. 

Statements, §56-11-105. 

Supervisory colleges for companies in 

international systems, §56-11-116. 

Termination, §56-11-105. 
Rehabilitation. 

Orders, §56-11-113. 

Risk management and own risk and 
solvency assessment, §§56-11-201 to 
56-11-210. 

Rules and regulations. 

Promulgation, §56-11-109. 

Securities. 

Sequestration of voting securities, 
§56-11-110. 
Voting of security, §56-11-110. 

Service of process. 

Mergers and acquisitions of control. 
Consent to service, §56-11-103. 
Severability of provisions, §56-11-119. 
Short title, §56-11-101. 
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Holding companies —Cont’d 

Subsidiaries. 

Authorization, §56-11-102. 
Defined, §56-11-101. 
Investments, §56-11-102. 

Supervisory colleges for companies in 

international systems, §56-11-116. 

Transactions within system. 
Adequacy of surplus, §56-11-106. 
Dividend, §56-11-106. 

Management of domestic insurers and 
HMOs, §56-11-106. 
Standards, §56-11-106. 

Violation of provisions. 

Criminal enforcement, §56-11-111. 

Injunctions, §56-11-110. 

Penalties, §56-11-111. 
Injunctions. 

Tender offers. 

Acquisitions of securities in contravention 
of provisions, §56-10-205. 
Investments. 

Captive insurance companies, §56-13-111. 
Protected cell captive insurance 
companies, §56-13-206. 

Special purpose financial captives, 
§56-13-414. 

Holding companies. 
Subsidiaries, §56-11-102. 

Legal insurance, §56-43-110. 

State stock fire insurance companies, 

§56-23-111. 
Jurisdiction. 

Rehabilitation and liquidation of companies. 
Delinquency proceedings, §56-9-104. 
Preferences. 

Chancery courts, §56-9-317. 
Liquidation. 
Generally, §§56-9-101 to 56-9-511. 
Merger and consolidation. 
Articles of merger or consolidation, 
§56-10-107. 

Authorized, §56-10-101. 

Commissioner of insurance. 
Approval, §56-10-104. 

Powers not affected, §56-10-110. 

Directors. 

Approval, §56-10-103. 

Dissenting shareholders. 
Appraisal right, §56-10-111. 

Effect, §56-10-109. 

Foreign corporations, §56-10-106. 

Procedure, §56-10-102. 

Shareholders. 

Appraisal right of dissenting 
shareholders, §56-10-111. 
Approval, §56-10-105. 
Subsidiary companies, §56-10-108. 
Mutual life insurance companies, 
§§56-18-101 to 56-18-116. 
Mutual or assessment fire insurance 
companies, §§56-20-101 to 56-20-117. 
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National association of insurance 
commissioners. 

Filings with, §§56-44-101 to 56-44-104. 
Applicability of chapter, §56-44-101. 
Duty to file copy of annual statements, 

§56-44-102. 
Limitation of liability of association, 
§56-44-103. 
Penalty for failure to file, §56-44-104. 
Notice. 

Risk-based capital for insurers. 
Adjustment of RBC report, §56-46-103. 
Request for hearing, §56-46-108. 
Unsatisfactory RBC plans, §56-46-104. 

Own risk and solvency assessment. 
Risk management and own risk and 
solvency assessment (ORSA), 
§§56-11-201 to 56-11-210. 
Penalties. 

Captive insurance companies. 

Violations of provisions, §56-13-120. 

Filings with national association of 

insurance commissioners. 
Failure by insurer to file annual 
statement, §56-44-104. 
Petitions. 
Rehabilitation and liquidation of companies. 
Ancillary receivers. 
Appointment, §56-9-404. 
Ex parte orders, §56-9-201. 
Foreign and alien insurance companies. 
Conservator, §56-9-401. 
Liquidation of assets, §56-9-402. 
Liquidation, §56-9-305. 
Declaration of insolvency, §56-9-307. 
Dissolution of corporate existence, 
§56-9-309. 
Reopening proceedings, §56-9-335. 
Rehabilitation. 
Grounds for filing, §56-9-301. 
Termination, §56-9-305. 
Preferences. 
Rehabilitation and liquidation of companies, 
§56-9-317. 
Protected cell captive insurance 
companies, §§56-13-201 to 56-13-208. 
Publication. 

Rehabilitation and liquidation of companies. 

Assessments. 

Failure to pay. 

Show cause orders, §56-9-320. 

Liquidation order. 

Notice, §56-9-311. 

Receivers. 
Ancillary receivers. 

Duties, §56-9-404. 
Failure to transfer assets, §56-9-410. 
Powers, §56-9-404. 

Authentication of documents, §56-9-109. 

Foreign and alien insurance companies. 
Conservator. 

Appointment as ancillary receiver, 
§56-9-401. 


INSURANCE COMPANIES —Cont’d 
Receivers —Cont’d 


Foreign and alien insurance companies 
—Cont’d 
Liquidation of assets. 
Appointment of commissioner as 
receiver, §56-9-402. 
Injunctive relief and restraining orders, 
§56-9-105. 


Records. 


Captive insurance companies. 
Special purpose financial captives, 
§56-13-416. 
Medical service plans corporations, 

§56-27-116. 

Rehabilitation and liquidation of companies. 
Confidentiality. 

Delinquency proceedings, §56-9-202. 
Records of insurer, §56-9-336. 
Retention or destruction, §56-9-336. 
Supervision. 

Access and confidentiality, §56-9-504. 

Surplus lines insurance. 
Agents, duty to keep, §56-14-116. 


Rehabilitation and liquidation of 


companies, §§$56-9-101 to 56-9-511. 
Abandonment. 
Unclaimed funds, §56-9-333. 
Accounts and accounting. 
Rehabilitator. 
Issuance of rehabilitation order to 
require accountings, §56-9-302. 
Actions. 
Liquidation. 
Order appointing liquidator. 
Effect, §56-9-313. 
Powers of liquidator to institute, 
§56-9-310. 
Administrative procedure. 
Supervision. 
Denial of contested actions, §56-9-506. 
Agents and solicitors. 
Earned premiums. 
Obligation to pay to insurer, §56-9-321. 
Liquidation order. 
Response to notice by agents, 
§56-9-312. 
Penalty for failure to respond, 
§56-9-312. 
Ancillary receivers. 
Failure to transfer assets, §56-9-410. 
Powers and duties, §56-9-404. 
Annuities. 
Liquidation order. 
Continuation or termination, §56-9-308. 
Appeals. 
Earned premiums. 
Failure to pay, §56-9-321. 
Liquidation. 
Appeal pendency plans. 
Plan for continued performance, 
§56-9-307. 
Applicability of chapter, §56-9-102. 
Proceedings commenced under laws in 
effect before July 1, 1991, §56-9-107. 
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Rehabilitation and liquidation of 
companies —Cont’d 4 
Citation of chapter. 


INSURANCE COMPANIES —Cont’d 
Rehabilitation and liquidation of 
companies —Cont’d 
Applicability of chapter —Cont’d 


Supervision, §56-9-502. 
Assessments. 
Amount, §56-9-320. 
Chancery court. 
Levy, §56-9-320. 
Enforcement of levy, §56-9-320. 
Failure to pay, §56-9-320. 
Hearings. 
Objections, §56-9-320. 
Judgments. 
Failure to pay, §56-9-320. 
Levy, §56-9-320. 
Notice. 
Failure to pay. 
Show cause order, §56-9-320. 
Objections, §56-9-320. 
Publication. 
Failure to pay. 
Show cause order, §56-9-320. 
Report to court. 
Liquidator to make, §56-9-320. 
Show cause order. 
Failure to pay, §56-9-320. 
Assets. 
Disbursal, §56-9-322. 
Liquidation, §56-9-314. 
Attachment. 
Liquidation. 
Commencement during pendency of 
liquidation proceeding. 
Prohibited, §56-9-408. 
Power of liquidator to forestall 
proceedings, §56-9-310. 
Attorneys at law. 
Preferences in favor of, §56-9-317. 
Attorneys’ fees. 
Discharge of liquidator. 
Application by person other than 
liquidator. 
Application denied, §56-9-334. 
Audits. 
Books of receivership, §56-9-337. 
Liquidation. 
Powers of liquidator, §56-9-310. 
Bankruptcy and insolvency. 
Liquidation. 
Declaration of insolvency, §56-9-307. 
Burden of proof. 
Transfers of property other than real 
property. 
Transfers after filing of petition. 
Validity of transfer, §56-9-316. 
Chancery courts. 
Assessments. 
Levy, §56-9-320. 
Obligations to pay earned premiums to 
insurer. 


Appeals to chancery court, §56-9-321. 


Preferences. 
Jurisdiction, §56-9-317. 


Insurers rehabilitation and liquidation 
act, §56-9-101. 


Claims. 


Ancillary receivers. 

Failure to transfer assets, §56-9-410. 
By insured, §56-9-326. 

Allowance of claim, §56-9-326. 
Claimants residing in state. 

Filing claims with liquidator, ancillary 
receiver or domiciliary liquidator, 
§56-9-403. 

Contingent claims, §56-9-325. 
Creditors generally, §56-9-318. 
Denial by liquidator, §56-9-327. 
Distribution. 

Proceeding in Tennessee involving 
reciprocal state, §56-9-409. 

Due except for passage of time, §56-9-325. 
Earned premiums. 
Obligation to pay insurer. 
Limitation on claims of insurer 
against insured, §56-9-321. 
Employment contracts, §56-9-325. 
Filing. 

Creditors’ claims allowable by reason of 
avoidance. 

Excused late filing, §56-9-318. 

Late filing. 

Proof of claims, §56-9-323. 

Liquidation proceeding in reciprocal 
state. 

Claimants residing in Tennessee, 
§56-9-407. 

Liquidation proceedings begun in 
Tennessee. 

Persons residing in foreign countries 
or other states, §56-9-406. 

Proof of claims, §56-9-323. 

Foreign and alien insurance companies. 

Liquidation of assets. 

Payment of claims after liquidation, 
§56-9-402. 
Hearings. 
Denial, §56-9-327. 
Liquidation. 

Filing. 

Required on notice to potential 
claimants, §56-9-311. 

Notice to potential claimants. 

Filing of claims required, §56-9-311. 
Liquidation proceedings begun in 
Tennessee. 

Persons residing in foreign countries 

and other states. 
Where claims filed and proved, 
§56-9-406. 
Liquidation proceedings in reciprocal 
state. 

Claimants residing in Tennessee. 

Where claims filed and proved, 
§56-9-407. 
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Rehabilitation and liquidation of 
companies —Cont’d 
Claims —Cont’d 
Multiple claims under one policy, 
§56-9-326. 
Nonresidents. 
Liquidation proceedings begun in 
Tennessee. 
Where claims filed and proved, 
§56-9-406. 
Notice. 
Denial, §56-9-327. 
Objections. 
Denial, §56-9-327. 
Priority. 
Proceeding in Tennessee involving 
reciprocal state. 
Priority among owners of special 
deposit claims, §56-9-409. 
Proceeding in Tennessee involving 
reciprocal state. 
Distribution, §56-9-409. 
Proof of claims. 
Claimants residing in Tennessee. 
Liquidation proceeding in reciprocal 
state, §56-9-407. 
Filing, §56-9-323. 
Late filing, §56-9-323. 
Form, §56-9-324. 
Guaranty association, §56-9-324. 
Information to be included, §56-9-324. 
Late filings, §56-9-323. 
Persons residing in foreign countries 
and other states. 
Liquidation proceedings begun in 
Tennessee, §56-9-406. 
Secured creditors. 
Proceeding in Tennessee involving 
reciprocal state. 


Owners of secured claims, §56-9-409. 


Service of notice. 
Denial of claims, §56-9-327. 
Special deposit claims. 
Proceeding in Tennessee involving 
reciprocal state. 
Priority among owners, §56-9-409. 
Third party actions against insureds, 
§56-9-326. 
Time. 
Claims due except for passage of time, 
§56-9-325. 
Confidentiality of information. 
Records of delinquency proceedings, 
§56-9-202. 
Supervision. 
Proceedings and records, §56-9-504. 
Conservator. 
Foreign and alien insurance companies. 
Ancillary receiver. 
Appointment of commissioner, 
§56-9-401. 
Application of commissioner to act as, 
§56-9-401. 


INSURANCE COMPANIES —Cont’d 
Rehabilitation and liquidation of 
companies —Cont’d 
Conservator —Cont’d 
Foreign and alien insurance companies 
—Cont’d 

Grounds. 

For appointment of commissioner, 
§56-9-401. 

Liquidation of assets, §56-9-401. 

Notice of application, §56-9-401. 

Order, §56-9-401. 

Petition. 

Ancillary receiver, §56-9-401. 

Application of commissioner to act as, 
§56-9-401. 

Liquidation of assets, §56-9-401. 

Termination, §56-9-401. 

Termination, §56-9-401. 

Venue. 

Application of commissioner to act as, 
§56-9-401. 
Construction and interpretation of chapter. 
Applicability, §56-9-102. 

Proceedings commenced under laws in 
effect before July 1, 1991, 
§56-9-107. 

Liberal construction of chapter, 
§56-9-101. 
Liquidator’s powers and authority. 

Enumeration not construed as 
limitation upon liquidators, 
§56-9-310. 

Powers granted commissioner. 

Chapter not interpreted to limit, 
§56-9-101. 

Supervision, §56-9-502. 
Contracts. 
Liquidation. 
Power of liquidator, §56-9-310. 
Rehabilitation. 
Breach of contracts. 
Entry of order not to constitute 
anticipatory breach, §56-9-302. 
Cooperation with commissioner. 
Obligation of officers, managers, 
directors, etc., §56-9-106. 
Costs. 
Discharge of liquidator. 

Application by person other than 

liquidator. 
Application denied, §56-9-334. 
Criminal offenses. 
Obstruction of or interference with 
commissioner, §56-9-106. 
Declaration of insolvency. 
Petition, §56-9-307. 
Defenses. 
Liquidation. 

Power of liquidator to assert against 

third parties, §56-9-310. 
Definitions, §56-9-103. 
Fraudulent transfers, §56-9-315. 


INDEX 790 


INSURANCE COMPANIES —Cont’d 
Rehabilitation and liquidation of 


INSURANCE COMPANIES —Cont’d 
Rehabilitation and liquidation of 


companies —Cont’d 
Definitions —Cont’d 

Lien obtainable by legal or equitable 

proceedings upon simple contract, 
§56-9-317. 

Person, §56-9-106. 

Preferences, §56-9-317. 

Supervision, §56-9-501. 

To cooperate, §56-9-106. 
Delinquency proceedings. 

Commencement, §56-9-104. 

Commissioner of commerce and 

insurance. 

Power to commence, §56-9-104. 
Confidentiality of records, §56-9-202. 
Insurers subject to, §56-9-108. 

Restrictions, §56-9-108. 
Jurisdiction, §56-9-104. 

Officials of other states. 

Institution by commissioner upon 

request from, §56-9-405. 

Summary proceedings. 

Grounds for filing, §56-9-201. 
Venue, §56-9-104. 

Dissolution of corporate existence. 

Liquidation of insurer, §56-9-309. 
Distributions. 

Payment by liquidator, §56-9-332. 
Effective date of chapter, §56-9-107. 
Employment contracts. 

Claims made under, §56-9-325. 
Equity. 

Liquidation. 

Order appointing liquidator. 

Effect, §56-9-313. 
Escheat. 

Unclaimed funds, §56-9-333. 
Executions. 

Liquidation. 

Levy during pendency of liquidation 

proceeding. 
Prohibited, §56-9-408. 
Ex parte orders, §56-9-201. 

Confidentiality of records, §56-9-202. 
Felonies. 

Obstruction of or interference with 

commissioner, §56-9-106. 
Fidelity and bonding companies. 

Applicability of chapter, §56-9-102. 
Fines. 

Obstruction of or interference with 

commissioner, §56-9-106. 
Foreign and alien insurance companies. 

Conservator. 

Ancillary receiver. 

Petition to be appointed as, 
§56-9-401. 
Application of commissioner to act as, 
§56-9-401. 
Petition to liquidate assets, 
§56-9-401. 


companies —Cont’d 
Foreign and alien insurance companies 
—Cont’d 
Conservator —Cont’d 
Grounds for appointment of 
commissioner to act as, §56-9-401. 
Liquidation of assets. 
Petition, §56-9-401. 
Notice. 
Application of commissioner to act as, 
§56-9-401. 
Order of court, §56-9-401. 
Petition. 
Application of commissioner to act as, 
§56-9-401. 
Appointment as ancillary receiver, 
§56-9-401. 
Liquidation of assets, §56-9-401. 
Termination of conservation, 
§56-9-401. 
Termination of conservatorship, 
§56-9-401. 
Liquidation of assets. 
Ancillary receivers. 
Appointment of liquidator, §56-9-402. 
Application by commissioner, 
§56-9-402. 
Claims. 
Payment after liquidation, §56-9-402. 
Grounds, §56-9-402. 
Notice. 
Application by commissioner, 
§56-9-402. 
Order by court, §56-9-402. 
Receivers. 
Appointment of commissioner to act 
as, §56-9-402. 
Forms. 
Proof of claims, §56-9-324. 
Fraternal benefit societies. 
Applicability of chapter, §56-9-102. 
Fraudulent transfers, §56-9-315. 
Burden of proof. 
Transfers of property other than real 
property. 
Validity of transfer after filing of 
petition, §56-9-316. 
Defined, §56-9-315. 
Effect, §56-9-315. 
Good faith. 
Transfers of property after filing of 
petition, §56-9-316. 
Notice. 
Preservation for benefit of estate, 
§56-9-315. 
Personal liability, §56-9-315. 
Transfers of property after filing of 
petition, §56-9-316. 
Preservation for benefit of estate, 
§56-9-315. 
Property transferred after filing of 
petition, §56-9-316. 
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INSURANCE COMPANIES —Cont’d 
Rehabilitation and liquidation of 
companies —Cont’d 
Fraudulent transfers —Cont’d 
Receivers. 

Voiding, §56-9-315. 
Rehabilitator. 

Power to avoid, §56-9-303. 

When transfer made, §56-9-315. 
Garnishment. 
Liquidation. 
Commencement during pendency of 
liquidation proceeding. 
Prohibited, §56-9-408. 
Power of liquidator to forestall 
proceedings, §56-9-310. 
Good faith. 
Transfers of property after filing of 
petition, §56-9-316. 
Grounds. 
Foreign and alien insurance companies. 

Conservator. 

Application of commissioner to act as, 
§56-9-401. 

Liquidation of assets, §56-9-402. 
Liquidation, §56-9-306. 
Rehabilitation. 

Filing petition, §56-9-301. 
Summary proceedings, §56-9-201. 
Supervision, §56-9-503. 

Guaranty association. 
Disbursement of assets to, §56-9-323. 
Liquidation. 
Standing, §56-9-313. 
Proof of claims, §56-9-324. 
Rehabilitation. 
Standing, §56-9-304, 
Health insurance. 
Liquidation order. 
Continuation or termination, §56-9-308. 
Hearings. 
Assessments. 

Objections, §56-9-320. 
Claims. 

Denial, §56-9-327. 

Earned premiums. 

Obligation to pay. 

Failure to pay, §56-9-321. 
Ex parte orders. 

Review of orders, §56-9-201. 
Liquidation. 

Powers of liquidator, §56-9-310. 
Rehabilitation. 

Approval of plan, §56-9-303. 
Seizure orders. 

Extending, shortening or modifying 

terms, §56-9-201. 
Supervision. 
Access and confidentiality of 
proceedings and records, §56-9-504. 
Immunity. 
Supervision. 
Commissioner and department. 
Limitation of liability, §56-9-510. 
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INSURANCE COMPANIES —Cont’d 
Rehabilitation and liquidation of 
companies —Cont’d 
Indemnification. 
Preferences. 

Recovery of indemnifying property or 
avoidance of indemnifying lien, 
§56-9-317. 

Injunctions. 
Ex parte orders, §56-9-201. 
Grounds, §56-9-105. 
Liquidation. 

Order appointing liquidator. 

Full faith and credit, §56-9-313. 
Receivers. 
Power to apply for, §56-9-105. 
Insiders of insurers. 
Preferences in favor of, §56-9-317. 
Insolvency. 
Liquidation. 
Declaration of insolvency, §56-9-307. 
Insurers subject to delinquency proceedings. 
Restrictions, §56-9-108. 
Interest. 
Liquidation. 
Usury. 
Power of liquidator to assert against 
third parties, §56-9-310. 
Interference with commissioner. 
Penalties, §56-9-106. 
Prohibited, §56-9-106. 
Intervention. 
Liquidation. 
Pending actions, §56-9-313. 
Powers of liquidator, §56-9-310. 
Investigations. 
Cooperation with commissioner. 

Obligation of officers, managers, 
directors, etc., §56-9-106. 

Obstruction of or interference with 
commissioner. 

Penalties, §56-9-106. 

Prohibited, §56-9-106. 

Investments. 
Liquidation. 
Powers of liquidator, §56-9-310. 
Judgments and decrees. 
Assessments. 
Failure to pay, §56-9-320. 
Contingent claims. 
Claim contingent on third party 
obtaining judgment, §56-9-325. 
Jurisdiction. 
Delinquency proceedings, §56-9-104. 
Preferences. 
Chancery court, §56-9-317. 
Laches. 
Liquidation. 
Filing of petition and denial of petition. 
Laches unavailable, §56-9-313. 
Rehabilitation. 
Unavailability, §56-9-304. 
Liens. 
Preferences, §56-9-317. 
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INSURANCE COMPANIES —Cont’d 
Rehabilitation and liquidation of 
companies —Cont’d 
Life insurance. 
Liquidation order. 


Continuation or termination, §56-9-308. 


Limitation of actions. 
Liquidation. 

Institution of action or proceeding by 
liquidator, §56-9-313. 

Power of liquidator to assert statute of 
limitations against third parties, 
§56-9-310. 

Tolling of statute of limitations. 

Filing of petition for liquidation and 
denial of petition, §56-9-313. 
Rehabilitation. 
Tolling of statute of limitations, 
§56-9-304. 
Liquidation. 

Actions. 

Order appointing liquidator. 

Effect on, §56-9-313. 

Powers of liquidator, §56-9-310. 
Advisory committee. 

Appointment by liquidator, §56-9-310. 
Agents of insurer. 

Notice of liquidation order. 

Response by agents and penalty for 
failure to respond, §56-9-312. 
Ancillary receivers. 
Failure to transfer assets, §56-9-410. 
Powers and duties, §56-9-404. 
Appeal pendency plans. 
Plan for continued performance, 
§56-9-307. 
Arbitration. 
Order appointing liquidator. 
Effect, §56-9-313. 
Assessments, §56-9-320. 
Assets, §56-9-314. 
Disbursal, §56-9-322. 
List of insurers’ assets, §56-9-314. 
When and where filed, §56-9-314. 
Attachment. 

Commencement during pendency of 

liquidation proceeding. 
Prohibited, §56-9-408. 
Power of liquidator to forestall, 
§56-9-310. 
Audits. 
Power of liquidator, §56-9-310. 
Claims. 

Ancillary receivers. 

Failure to transfer assets, §56-9-410. 

By insured, §56-9-326. 

Contingent claims, §56-9-325. 

Denial by liquidator, §56-9-327. 

Employment contracts, §56-9-325. 

Liquidation proceedings in reciprocal 
state. 

Where claims filed and proved, 
§56-9-407. 
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INSURANCE COMPANIES —Cont’d 
Rehabilitation and liquidation of 
companies —Cont’d 
Liquidation —Cont’d 


Claims —Cont’d 
Multiple claims under one policy, 
§56-9-326. 
Persons residing in foreign countries or 
other states. 

Liquidation proceedings begun in 
Tennessee, §56-9-406. 
Proceeding in Tennessee involving 
reciprocal state, §56-9-409. 

Proof of claims. 
Filing, §56-9-323. 
Form and information to be included 
in form, §56-9-324. 
Persons residing in foreign countries 
and other states, §56-9-406. 
Third party actions against insureds, 
§56-9-326. 
Claims of creditors generally, §56-9-318. 
Contracts. 
Power of liquidator, §56-9-310. 
Declaration of insolvency. 
Petition, §56-9-307. 
Defenses. 
Power of liquidator to assert against 
third parties, §56-9-310. 
Dissolution of corporate existence, 
§56-9-309. 
Equity. 
Order appointing liquidator. 
Effect, §56-9-313. 
Exchange or reciprocal insurance. 
Domestic reciprocals, §§56-16-209, 
56-16-210. 
Executions. . 
Levy during pendency of liquidation 
proceeding. 
Prohibited, §56-9-408. 
Foreign and alien insurance companies. 
Conservator. 
Application of commissioner to act as, 
§56-9-401. 
Liquidation of assets. 
Application by commissioner, 
§56-9-402. 
Garnishment. 
Commencement during pendency of 
liquidation proceeding. 
Prohibited, §56-9-408. 
Power of liquidator to forestall, 
§56-9-310. 
Grounds for order, §56-9-306. 
Guaranty association. 
Standing, §56-9-313. 
Hearings. 
Powers of liquidator, §56-9-310. 
Injunctions. 
Order appointing liquidator. 
Full faith and credit, §56-9-313. 
Intervention. 
Pending actions, §56-9-313. 
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INSURANCE COMPANIES —Cont’d 
Rehabilitation and liquidation of 
companies —Cont’d 
Liquidation —Cont’d 
Intervention —Cont’d 
Powers of liquidator, §56-9-310. 
Investments. 
Powers of liquidator, §56-9-310. 
Laches. 
Filing of petition for liquidation and 
denial. 
Laches unavailable, §56-9-313. 
Liquidator. 
Advisory committee. 
Appointment, §56-9-310. 
Appointment of commissioner as, 
§56-9-307. 
Appointment order. 
Effect, §56-9-313. 
Authority, §56-9-310. 
Denial of claims, §56-9-327. 
Disbursal of assets. 
Proposal, §56-9-322. 
Financial reports. 
Required, §56-9-307. 
Plan for continued performance. 
Submission to court for approval, 
§56-9-307. 
Powers, §56-9-310. 
Preferences. 
Avoiding, §56-9-317. 
Special deputies. 
Appointment, §56-9-310. 
List of insurers’ assets, §56-9-314. 
Mutual debts and credits. 
When offset allowed, §56-9-319. 
Notice. 
Claims. 
Denial, §56-9-327. 
Disbursal of assets. 
Application to court for approval of 
proposal, §56-9-322. 
Filing and recording of order. 
Effect, §56-9-307. 
Order, §56-9-311. 
Response by agents and penalty for 
failure to respond, §56-9-312. 
Oaths. 
Powers of liquidator, §56-9-310. 
Offset. 
Mutual debts and credits. 
When allowed, §56-9-319. 
Order. 
Appointing liquidator. 
Effect, §56-9-313. 
Continuation or termination of policies, 
§56-9-308. 
Dissolution of corporate existence, 
§56-9-309. 
Effect, §56-9-307. 
Grounds, §56-9-306. 
Notice, §56-9-311. 
Response by agents and penalty for 
failure to respond, §56-9-312. 
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INSURANCE COMPANIES —Cont’d 
Rehabilitation and liquidation of 
companies —Cont’d 
Liquidation —Cont’d 
Order —Cont’d 
Petition, §56-9-305. 
Penalties. 
Notice of liquidation order. 
Failure of agent of insurer to 
respond, §56-9-312. 
Petition, §56-9-305. 
Declaration of insolvency, §56-9-307. 
Dissolution of corporate existence, 
§56-9-309. 
Plan for continued performance. 

Submission to court for approval, 

§56-9-307. 
Policies. 

Continuation or termination, §56-9-308. 
Preferences. 

Avoiding by liquidator, §56-9-317. 
Premiums. 

Obligation to pay earned premiums to 

insurer, §56-9-321. 
Proceeding in Tennessee involving 
reciprocal state, §56-9-409. 

Publication. 
Order, §56-9-311. 
Receivers. 
Ancillary receivers. 
Failure to transfer assets, §56-9-410. 
Powers and duties, §56-9-404. 
Recordation. 
Orders. 
Effect, §56-9-307. 
Records. 
Audits of books and records. 
Power of liquidator, §56-9-310. 
Reports. 
Financial reports required by 
liquidator, §56-9-307. 
Standing. 

Guaranty association, §56-9-313. 
Statute of frauds. 

Power of liquidator to assert against 

third parties, §56-9-310. 
Statute of limitations. 
Institution of action or proceeding by 
liquidator, §56-9-313. 
Power of liquidator to assert against 
third parties, §56-9-310. 

Tolling. 

Filing of petition for liquidation and 
denial of petition, §56-9-313. 
Subpoenas. 

Powers of liquidator, §56-9-310. 
Title to insurer’s property, §56-9-403. 
Usury. 

Power of liquidator to assert against 

third parties, §56-9-310. 
Venue. 

Petition, §56-9-305. 

List of insurers’ assets. 
Liquidation, §56-9-314. 


INDEX 794 


INSURANCE COMPANIES —Cont’d 
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INSURANCE COMPANIES —Cont’d | 
Rehabilitation and liquidation of 


companies —Cont’d 

Mutual debts or mutual credits. 
Setoff, §56-9-319. 

Netting agreements, §56-9-338. 
Defined, §56-9-103. 

Nonprofit service plans. 
Applicability of chapter, §56-9-102. 

Nonresidents. 
Liquidation proceedings begun in 

Tennessee. 

Where claims filed and proved, 
§56-9-406. 
Notice. 
Ancillary receivers. 
Effect of order appointing, §56-9-404. 
Assessments. 
Failure to pay. 
Show cause order, §56-9-820. 
Claims. 
Denial, §56-9-327. 
Commencement of proceeding. 
Constructive notice upon recording, 
§56-9-316. 
Disbursal of assets. 
Application to court for approval of 
proposal, §56-9-322. 
Earned premiums, 
Obligation to pay. 
Failure to pay, §56-9-321. 
Ex parte orders. 
Hearing and review of orders, 
§56-9-201. 
Foreign and alien insurance companies. 
Conservator. 

Application of commissioner to act as, 
§56-9-401. 

Order of court appointing 
commissioner to act as, effect, 
§56-9-401. 

Liquidation of assets. 

Application by commissioner, 
§56-9-402. 

Effect of order of court, §56-9-402. 

Fraudulent transfers. 
Preservation for benefit of estate, 
§56-9-315. 
Liquidation. 
Filing and recording of orders. 
Effect, §56-9-307. 
Order, §56-9-311. 

Response by agents of insurer and 
penalty for failure to respond, 
§56-9-312. 

Rehabilitation. 
Approval of plan, §56-9-303. 
Filing or recording of order. 
Effect, §56-9-302. 
Seizure orders. 
Extending, modifying or shortening 
terms, §56-9-201. 
Supervision, §56-9-503. 
Access and confidentiality of 
proceedings, §56-9-504. 


companies —Cont’d 
Oaths. 
Liquidation. 
Powers of liquidator, §56-9-310. 
Obstruction of commissioner. 
Penalties, §56-9-106. 
Prohibited, §56-9-106. 
Officials of other states. 

Institution of proceedings by 
commissioner upon request, 
§56-9-405. 

Offset. 
Mutual debts and credits, §56-9-319. 
Orders of court. 
Ancillary receivers, §56-9-404. 
Assessments. 
Failure to pay, §56-9-320. 

Claims. 

Proceeding in Tennessee involving 
reciprocal state. 

Order of distribution, §56-9-409. 

Foreign and alien insurance companies. 

Conservator. 
Commissioner to act as, §56-9-401. 
Liquidation of assets. 

Issuance, §56-9-402. 

Laches unavailable, §56-9-304. 

Liquidation. 

Appointment of liquidator. 

Effect, §56-9-313. 

Continuation or termination of policies, 
§56-9-308. 

Dissolution of corporate existence, 
§56-9-309. 

Effect, §56-9-307. 

Grounds, §56-9-306. 

Notice, §56-9-311. 

Response by agents of insurer and 
penalty for failure to respond, 
§56-9-312. 

Petition, §56-9-305. 
Rehabilitation. 
Effect, §56-9-302. 
Stay of pending actions or proceedings, 
§56-9-304. 
Termination. 
Petition, §56-9-305. 
Tolling of statute of limitations, 
§56-9-304. 
Summary proceedings, §56-9-201. 
Penalties. 
Liquidation orders. 
Notice. 

Failure of agents of insurer to 
respond, §56-9-312. 

Obligation to pay earned premiums to 
insurer. 

Failure to pay, §56-9-321. 

Obstruction of or interference with 
commissioner. 

Civil penalty, §56-9-106. 
Personal liability, §56-9-317. 
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Rehabilitation and liquidation of 
companies —Cont’d 
Qualified financial contracts with insurers, 


INSURANCE COMPANIES —Cont’d 
Rehabilitation and liquidation of 
companies —Cont’d 
Petitions. 


Ancillary receivers. 

Appointment, §56-9-404. 

Foreign and alien insurance companies. 

Conservator, §56-9-401. 

Liquidation of assets, §56-9-402. 
Liquidation, §56-9-305. 

Declaration of insolvency, §56-9-307. 

Dissolution of corporate existence, 

§56-9-309. 

Reopening proceedings, §56-9-335. 
Rehabilitation, §56-9-301. 

Grounds for filing, §56-9-301. 

Termination, §56-9-305. 

Summary proceedings, §56-9-201. 

Hearing and review of ex parte orders, 

§56-9-201. 
Transfers of property after filing of 
petition, §56-9-316. 
Policies. 
Liquidation order. 
Continuation or termination of policies, 
§56-9-308. 
Preferences, §56-9-317. 
Attorneys or insiders. 

Preferences in favor, §56-9-317. 
Avoidance by liquidator, §56-9-317. 
Defined, §56-9-317. 

Indemnifying property or indemnifying 
lien. 

Recovery or avoidance, §56-9-317. 
Jurisdiction of chancery court, §56-9-317. 
Liens, §56-9-317. 

When transfer made or perfected, 
§56-9-317. 
Premium finance companies. 
Obligation to pay earned premiums to 
insurers, §56-9-321. 
Premiums. 
Earned premiums. 
Limitation on claims of insurer against 
insured, §56-9-321. 
Obligation to pay to insurer, §56-9-321. 
Prepaid health care delivery plans. 
Applicability of chapter, §56-9-102. 
Priorities. 
Claims. 
Liquidation proceeding in Tennessee 
involving reciprocal state. 
Priority among owners of special 
deposit claims, §56-9-409. 
Distribution of claims, §56-9-330. 
Publication. 
Assessments. 
Failure to pay. 
Show cause order, §56-9-320. 
Liquidation. 
Order. 
Notice, §56-9-311. 
Purposes of chapter, §56-9-101. 


§56-9-338. 

Defined, §56-9-108. 
Receivers. 
Ancillary receivers. 

Duties, §56-9-404. 

Failure to transfer assets, §56-9-410. 

Powers, §56-9-404. 

Authentication of documents, §56-9-109. 
Foreign and alien insurance companies. 

Conservator. 

Appointment as ancillary receiver, 
§56-9-401. 
Liquidation of assets. 
Appointment of commissioner as 
receiver, §56-9-402. 
Liquidator appointed as ancillary 
receiver, §56-9-402. 
Injunctive relief and restraining orders. 

Power to apply for, §56-9-105. 

Grounds, §56-9-105. 
Recordation. 
Commencement of proceeding. 

Constructive notice upon recordation, 

§56-9-316. 
Liquidation. 

Orders. 

Effect, §56-9-307. 
Rehabilitation. 

Orders. 

Effect, §56-9-302. 
Records. 
Confidentiality. 

Delinquency proceedings, §56-9-202. 
Retention or destruction, §56-9-336. 
Supervision. 

Access and confidentiality, §56-9-504. 

Rehabilitation. 
Advisory committee. 

Appointment by rehabilitator, 

§56-9-303. 
Breach of contracts. 
Anticipatory breach. 
Entry of order not to constitute, 
§56-9-302. 
Fraudulent transfers. 
Power of rehabilitator to avoid, 
§56-9-303. 
Grounds. 

Filing petition, §56-9-301. 
Guaranty associations. 

Standing, §56-9-304. 

Hearings. 

Approval of plan, §56-9-303. 
Laches. 

Filing of petition or order granting or 

denying petition. 
Laches unavailable, §56-9-304. 
Notice. 
Approval of plan, §56-9-303. 
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INSURANCE COMPANIES —Cont’d 
Rehabilitation and liquidation of 
companies —Cont’d 
Rehabilitation —Cont’d 
Notice —Cont’d 
Filing or recording of order. 
Effect, §56-9-302. 
Order. 
Effect, §56-9-302. 
Statute of limitations. 
Tolling, §56-9-304. 
Stay of pending action or proceeding, 
§56-9-304. 
Termination. 
Petition, §56-9-305. 
Petitions, §56-9-301. 
Grounds for filing, §56-9-301. 
Termination, §56-9-305. 
Venue, §56-9-301. 
Plan of action. 
Approval by court, §56-9-303. 


Preparation by rehabilitator, §56-9-303. 


Recordation. 
Orders. 
Effect, §56-9-302. 
Rehabilitator. 
Accountings. 
Orders to require, §56-9-302. 
Advisory committee. 
Appointment, §56-9-303. 
Authority, §56-9-303. 
Commissioner appointed as, §56-9-302. 
Duties, §56-9-303. 
Fraudulent transfers. 
Power to avoid, §56-9-303. 
Plan. 
Preparation by rehabilitator, 
§56-9-303. 
Special deputies. 
Appointment, powers and 
responsibilities, §56-9-303. 
Standing. 
Guaranty associations, §56-9-304. 
Statute of limitations. 
Tolling. 
Filing of petition or order granting or 
denying petition, §56-9-304. 
Stay of pending action or proceeding. 
Entry of rehabilitation order, 
§56-9-304. 
Termination. 
Petition for order, §56-9-305. 
Venue. 
Petitions, §56-9-301. 
Termination. 
Petition for order, §56-9-305. 
Reports. 
Claims. 
Liquidator’s reports, §56-9-331. 
Liquidation. 
Financial reports required by 
liquidator, §56-9-307. 
Supervision. 
Access and confidentiality of 
proceedings and records, §56-9-504. 
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INSURANCE COMPANIES —Cont’d 
Rehabilitation and liquidation of 
companies —Cont’d 
Risk-based capital for insurers. 

Causing insurer to be placed under 
regulatory control, §§56-46-106, 
56-46-107. 

Foreign insurers, §56-46-111. 

Secured creditors. 

Claims. 

Proceeding in Tennessee involving 
reciprocal state. 

Owners of secured claim, §56-9-409. 
Secured transactions. 

Claims. 

Claims of creditors secured by 
undertakings of other persons, 
§56-9-328. 

Valuation of security held by secured 
creditors, §56-9-329. 

Seizure orders. 
Summary proceedings, §56-9-201. 
Service of process. 

Liquidation. 

Order. 

Notice, §56-9-311. 
Setoff. 
Mutual debts and credits, §56-9-319. 
Short title. 

Insurers rehabilitation and liquidation 

act, §56-9-101. 
Standing. 

Liquidation. 

Guaranty association, §56-9-313. 

Rehabilitation. 

Guaranty associations, §56-9-304. 

Statute of frauds. 

Liquidation. 

Power of liquidator to assert against 
third parties, §56-9-310. 

Statute of limitations. 

Liquidation. 

Institution of action or proceeding by 
liquidator, §56-9-313. 

Power of liquidator to assert against 
third parties, §56-9-310. 

Tolling. 

Filing of petition for liquidation and 
denial of petition, §56-9-313. 

Rehabilitation. 

Tolling, §56-9-304. 

Stays. 

Rehabilitation orders. 

Pending actions or proceedings, 
§56-9-304. 

Subpoenas. 

Liquidation. 

Powers of liquidator, §56-9-310. 

Subrogation. 

Claims of creditors secured by 
undertakings of other persons, 
§56-9-328. 

Summary proceedings. 
Confidentiality of records, §56-9-202. 
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INSURANCE COMPANIES —Cont’d 


Rehabilitation and liquidation of 
companies —Cont’d 

Summary proceedings —Cont’d 
Ex parte orders, §56-9-201. 
Grounds for filing, §56-9-201. 
Officials of other states. 

Institution of proceedings by 
commissioner upon request, 
§56-9-405. 

Petitions, §56-9-201. 

Seizure orders, §56-9-201. 

Supervision, §§56-9-501 to 56-9-511. 

Access to proceedings and records, 
§56-9-504. 

Applicability of chapter, §56-9-502. 

Confidentiality of proceedings and 
records, §56-9-504. 

Conservation, rehabilitation or 
liquidation. 

Power of commissioner to institute 
proceedings, §56-9-507. 

Contest of actions, §56-9-506. 

Costs of administrative supervision, 
§56-9-511. 

Definitions, §56-9-501. 

Duration, §56-9-503. 

Duties of commissioner, §56-9-503. 

Meeting with supervisor to carry out, 
§56-9-509. 

Extension, §56-9-503. 
Grounds, §56-9-503. 
Immunity. 
Commissioner and department. 
Limitation of liability, §56-9-510. 
Liability. 
Commissioner and department. 
Limitation of liability, §56-9-510. 
Meetings with supervisors, §56-9-509. 
Notice, §56-9-503. 
Power to institute judicial proceedings, 
§56-9-507. 
Prohibited acts. 
Acts commissioner may prohibit during 
supervision, §56-9-505. 
Records. 
Confidentiality and access, §56-9-504. 
Release, §56-9-503. 
Rules. 

Authority of commissioner to adopt, 

§56-9-508. 
Third parties. 
Claims. 

Creditors secured by undertakings of 
other persons, §56-9-328. 

Third party actions against insureds, 
§56-9-326. 

Time. 
Claims due except for passage of time, 
§56-9-325. 
Title insurance. 
Applicability of chapter, §56-9-102. 
Title to insurer’s property. 
Domiciliary liquidator in nonreciprocal 
state, §56-9-403. 
When title vests, §56-9-403. 
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INSURANCE COMPANIES —Cont’d 
Rehabilitation and liquidation of 


companies —Cont’d 
Title to insurer’s property —Cont’d 
Domiciliary liquidator in reciprocal state, 
§56-9-403. 
When title vests, §56-9-403. 
Vesting, §56-9-403. 
Transfers of property after filing of petition, 
§56-9-316. 
Unclaimed funds. 
Disposition, §56-9-333. 
Venue. 
Ancillary receivers. 

Petition for appointment, §56-9-404. 
Delinquency proceedings, §56-9-104. 
Earned premiums. 

Failure to pay. 

Appeals, §56-9-321. 
Foreign and alien insurance companies. 

Conservator. 

Application of commissioner to act as, 
§56-9-401. 

Liquidation of assets. 

Application by commissioner, 
§56-9-402. 
Liquidation. 

Petition, §56-9-305. 
Rehabilitation. 

Termination. 

Petition for order, §56-9-305. 


Reports. 


Acquisitions and dispositions, §56-10-302. 
Captive insurance companies. 
Annual reports, §56-13-108. 
Branch captive insurance companies, 
§56-13-305. 
Commissioner, §56-13-122. 
Special purpose financial captives, 
§56-13-416. 
Protected cells, §56-13-409. 
Nonrenewals, cancellations or revisions, 
§56-10-303. 
Procedures, §56-10-301. 
Requirements, §56-10-301. 
Risk-based capital for insurers, 
§§56-46-103, 56-46-109. 
Foreign insurers, §56-46-111. 
Risk management and own risk and 
solvency assessment (ORSA). 
Summary report. 
Confidentiality, §§56-11-201, 56-11-208. 
Failure to timely file. 
Fine, §56-11-209. 
Submission, §56-11-205. 


Reserves. 


Exchange or reciprocal insurance. 
Requirements, §56-16-115. 
Legal insurance, §56-43-109. 


Risk-based capital for health 


organizations, §§56-46-201 to 56-46-214. 


Risk-based capital for insurers, 


§§56-46-101 to 56-46-113. 
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INSURANCE COMPANIES —Cont’d 
Risk management and own risk and 
solvency assessment (ORSA), 

§§56-11-201 to 56-11-210. 

Confidentiality. 

Documents, materials, information, etc, 
§56-11-208. 
Summary report, §§56-11-201, 56-11-208. 

Definitions, §56-11-202. 

Direct written and unaffiliated assumed 
premiums. 

Maximum amounts before exemption lost, 
§56-11-206. 
Exemptions, §56-11-206. 
Framework for risk management. 
Requirement, §56-11-203. 
Frequency of assessment, §56-11-204. 
Guidance manual. 
Defined, §56-11-207. 
Summary report to comply with guidance 
manual, §56-11-207. 

Legislative intent, §56-11-201. 

Purpose of provisions, §56-11-201. 

Regular assessments, §56-11-204. 

Severability of provisions, §56-11-210. 

Summary report. 

Confidentiality, §§56-11-201, 56-11-208. 
Contents, §56-11-205. 
Failure to timely file. 
Fine, §56-11-209. 
Guidance manual. 
Compliance, §56-11-207. 
Submission, §56-11-205. 
Waiver of requirements. 
Application for waiver, §56-11-206. 
Rules and regulations. 
Risk-based capital for insurers, §56-46-110. 
Service of process. 
Holding companies. 
Mergers and acquisitions of control. 
Consent to service, §56-11-103. 
Special purpose financial captives, 
§§56-13-401 to 56-13-418. 
Statements. 

Annual statements to national association 
of insurance commissioners, 
$§56-44-101 to 56-44-104. 

Applicability of chapter, §56-44-101. 
Duty to file copy of annual statement, 
§56-44-102. 
Limitation of liability of association, 
§56-44-103. 
Penalty for failure to file, §56-44-104. 
State mutual fire insurance companies, 
§§56-21-101 to 56-21-132. 
State stock fire insurance companies, 
§§56-23-101 to 56-23-111. 
Statute of frauds. 
Rehabilitation and liquidation of companies. 
Liquidation. 
Power of liquidator to assert against 
third parties, §56-9-310. 
Statute of limitations. 

Liquidation. 

Power of liquidator to assert statute 
against third parties, §56-9-310. 
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INSURANCE COMPANIES —Cont’d 
Statute of limitations —Cont’d 
Rehabilitation. 
Tolling of statutes, §56-9-304. 
Stays. 
Rehabilitation and liquidation of companies. 
Stay of pending actions or proceedings, 
§56-9-304. 
Supervision of insurers, §§56-9-501 to 

56-9-511. 

Acts commissioner may prohibit, §56-9-505. 
Administrative procedures act. 

Denial of contested actions, §56-9-506. 
Applicability of chapter, §56-9-502. 
Confidentiality. 

Proceedings and records, §56-9-504. 
Conservation, rehabilitation or liquidation 

proceedings. 

Power to institute, §56-9-507. 

Contest of actions, §56-9-506. 

Costs of administrative supervision, 
§56-9-511. 

Definitions, §56-9-501. 

Duration, §56-9-503. 

Duties of commissioner, §56-9-503. 

Meetings to carry out duties, §56-9-509. 
Extension, §56-9-503. 

Grounds, §56-9-503. 
Hearings. 

Access and confidentiality, §56-9-504. 
Immunity. 

Commissioner and department. 

Limitation of liability, §56-9-510. 
Liability. 
Commissioner and department. 
Limitation, §56-9-510. 
Meetings to carry out duties, §56-9-509. 
Notice, §56-9-503. 
Access and confidentiality, §56-9-504. 
Power to institute judicial proceedings, 
§56-9-507. 
Prohibited acts. 
Acts commissioner may prohibit, 
§56-9-505. 
Records. 

Access and confidentiality, §56-9-504. 
Release, §56-9-503. 

Reports. 

Access and confidentiality, §56-9-504. 
Rules. 

Authority of commissioner to adopt, 

§56-9-508. 
Surplus lines insurance. 
Generally, §§56-14-101 to 56-14-117. 
Taxation. 
Captive insurance companies, §56-13-114. 
Branch captive insurance companies, 
§56-13-307. 
Special purpose financial captives. 
Premium tax, §56-13-404. 
Medical service plan corporations, 
§56-27-119. 
Surplus lines insurance. 

Premiums tax. 

Premiums charged subject to, 
§56-14-113. 


799 


INSURANCE COMPANIES —Cont’d 
Tender offers, §$56-10-201 to 56-10-207. 
Appeals. 
Acts of commissioner, §56-10-207. 
Commissioner of commerce and insurance. 

Appeals from acts of commissioner, 
§56-10-207. 

Disapproval of acquisition, §56-10-204. 

Enforcement of provisions, §56-10-206. 

Rules and regulations, §56-10-206. 

Control. 

Defined, §56-10-201. 

Tender offer or agreement for obtaining 
control of domestic insurance 
company. 

Prerequisites, §56-10-202. 
Definitions, §56-10-201. 
Domestic insurance companies. 

Defined, §56-10-201. 

Tender offer or agreement for obtaining 
control. 

Prerequisites, §56-10-202. 
Injunctions. 
Acquisition of securities in violation of 
provisions, §56-10-205. 
Prerequisites, §56-10-202. 
Registration statements under securities 
acts. 

Use in making offers or agreements, 

§56-10-203. 
Violations of provisions. 

Injunctions, §56-10-205. 

Title insurance, §§56-35-101 to 56-35-205. 
Unclaimed property. 


Rehabilitation and liquidation of companies. 


Unclaimed funds. 
Disposition, §56-9-333. 


INSURANCE FRAUD, §§56-53-101 to 
56-53-112. 

Administrative penalties, §56-53-106. 

Antifraud plans, §56-53-111. 

Civil remedies, §56-53-107. 

Exclusivity of remedies, §56-53-108. 
Civil violations, §56-53-103. 
Cooperation with law enforcement, 

§56-53-109. 
County mutual insurance companies, 
§56-22-119. 
Criminal penalties, §56-53-104. 
Criminal violations, §56-53-102. 
Definitions, §56-53-101. 
Disclosure of information. 
Cooperation with investigations, 
§56-53-109. 
Immunity, §56-53-110. 
Economic damages, §56-53-107. 
Felonies involving dishonesty or breach 
of trust. 
Barred from insurance business, 
§56-53-106. 

Waiver from commissioner, §56-53-106. 
Fines, §56-53-107. 

Fraudulent acts defined, §56-53-102. 
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INSURANCE FRAUD —Cont’d 
Immunity. 
Disclosure of information, §56-53-110. 
Inapplicable to workers’ compensation, 
§56-53-112. 
Investigations. 
Cooperation with law enforcement, 
§56-53-109. 
Penalties. 
Administrative, §56-53-106. 
Antifraud plans. 
Failure to maintain, §56-53-111. 
Civil remedies, §56-53-107. 
Criminal, §56-53-104. 
Performance bonds, §56-53-107. 
Regulatory requirements, §56-53-111. 
Remedies, civil, §56-53-107. 
Exclusivity of remedies, §56-53-108. 
Restitution, §56-53-105. 
Failure to cooperate with investigations, 
§56-53-109. 
Retraining orders, §56-53-107. 
Statute of limitations, §56-53-107. 
Unlawful insurance acts defined, 
§56-53-103. 
Violations. 
Civil, §56-53-103. 
Penalties, §56-53-107. 
Criminal, §56-53-102. 
Penalties, §56-53-104. 
Warning statements on applications and 
claims forms, §56-53-111. 
Workers’ compensation. 
Inapplicable to, §56-53-112. 


INSURANCE GUARANTY ASSOCIATION, 
§§56-12-101 to 56-12-121. 
Actions. 
Power to sue or be sued, §56-12-107. 
Stay of pending proceedings, §56-12-117. 
Advertising. 
Member insurer, §56-12-118. 
Appeals. 

Judicial review of final actions of 
commissioner of commerce and 
insurance, §56-12-109. 

Applicability of provisions, §56-12-103. 
Assessments, §56-12-107. 

Credit for guaranty fund assessments, 
§56-12-119. 

Failure to pay. 

Forfeiture. 
Levy by commissioner, §56-12-109. 
Board of directors. 
Composition, §56-12-106. 
Expenses of members. 
Reimbursements, §56-12-106. 

Immunity, §56-12-116. 

Number of members, §56-12-106. 

Qualifications of members, §56-12-106. 

Selection of members, §56-12-106. 

Citation of act. 
Short title, §56-12-101. 
Claims. 
Covered claims. 
Defined, §56-12-104. 
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INSURANCE GUARANTY ASSOCIATION INSURANCE POLICIES. 


—Cont’d 
Claims —-Cont’d 
Covered claims —Cont’d 
Obligations of associations, §56-12-107. 
Exhaustion of other remedies. 
Nonduplication of recovery, §56-12-111. 

Investigation, §56-12-107. 

Nonduplication of recovery, §56-12-111. 

Paid claims. 

Effect, §56-12-110. 

Priorities, §56-12-110. 

Unearned premium claims, §56-12-120. 
Commissioner of commerce and 

insurance. 

Definition of commissioner, §56-12-104. 

Duties, §56-12-109. 

Examinations of associations, §56-12-113. 

Immunity, §56-12-116. 

Judicial review of final actions of 

commissioner, §56-12-109. 

Plan of operation. 

Submission to commissioner, §56-12-108. 

Powers, §56-12-109. 

Creation, §56-12-105. 
Default judgments. 
Association not obligated to satisfy, 
§56-12-117. 
Definitions, §56-12-104. 
Duties, §56-12-107. 
Examinations, §56-12-113. 
Fees. 

Exemption, §56-12-114. 
Forfeitures. 

Assessments. 

Failure to pay. 
Levy of forfeiture by commissioner, 
§56-12-109. 
Immunity, §56-12-116. 
Insolvent insurer. 

Filing of claim, §56-12-121. 
Judgments and decrees. 

Default judgments. 

Association not obligated to satisfy, 
§56-12-117. 
Member insurers. 

Advertising by, §56-12-118. 

Defined, §56-12-104. 

Plan of operations, §56-12-108. 

Provisions, §56-12-108. 

Powers, §56-12-107. 

Delegation of authority, §56-12-108. 
Purpose of provisions, §56-12-102. 
Reports, §§56-12-112, 56-12-113. 

Scope of provisions, §56-12-103. 
Subrogation, §56-12-110. 
Taxation. 


Deduction from premium taxes, §56-12-115. 


Exemption, §56-12-114. 
Title of act. 
Short title, §56-12-101. 
Unearned premium claims, §56-12-120. 


Accident and sickness insurance, 


$§56-26-101 to 56-26-305. 
Cancellation. 
Insurer’s right of cancellation to be stated 
on face of policy, §56-26-125. 

Exception as to group or franchise 
policies, §56-26-127. . 

Penalty for failure to state, §56-26-128. 

Permissible policy provisions, §56-26-109. 
Contents. 

Required contents, §§56-26-106, 

56-26-108. 

Deliverable in another state, §56-26-107. 
Exempt policies, §56-26-122. 
Expiration. 

Acceptance of premium after, §56-26-121. 
Forms. 

Approval. 

Group policies, §56-26-202. 

Individual and small employer 
coverage, §56-26-102. 

Limitations on disapproval or 
withdrawal of approval, 
§56-26-104. 

Review of decisions of commissioner, 
§56-26-105. 

Withdrawal of approval, §§56-26-103, 
56-26-104. 

Electronic filing. 

Individual and small employer 

coverage, §56-26-102. 
Filing. 

Individual and small employer 
coverage, §56-26-102. 

Procedure, §56-26-114. 

Hearings on. 

Notice, §56-26-103. 

Permissible policy provisions, §56-26-109. 
Required form, §56-26-106. 
Standard form, §56-26-108. 

Grace period for payment of premiums, 

§56-26-108. 

Inapplicable or inconsistent provisions, 

§56-26-110. 

Nonconforming policies. 
Effect, §56-26-116. 

Permissible policy provisions. 
Form, §56-26-109. 

Provisions not specifically covered, 

§56-26-115. 

Renewal. 
Insurer’s option to renew to be stated on 
face of policy, §56-26-126. 

Exception as to group or franchise 
policies, §56-26-127. 

Penalty for failure to state, §56-26-128. 

Requirements of other jurisdictions, 

§56-26-113. 

Sequence of policy provisions, §56-26-111. 
Ten-day free look. 

Policies to state, §56-26-129. 
Third-party ownership, §56-26-112. 
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INSURANCE POLICIES —Cont’d 
Accident and sickness insurance —Cont’d 
Waiver of defenses. 
Acts not constituting, §56-26-120. 
Creditor-placed insurance. 
Delivery of policy to debtor, §56-49-107. 
Forms. 
Approval by Commissioner, §56-49-108. 
Fidelity and bonding companies. 
Agents. 
Unlawful to write policies except through 
resident agents, §56-15-108. 
Signing in blank. 
Prohibited, §56-15-109. 
Group policies. 
Risk retention groups and purchasing 
groups. 
Generally, §§56-45-101 to 56-45-114. 
Guaranteed asset protection waivers. 
Requirements of policies insuring waivers, 
§56-59-104. 
Legal insurance, §56-43-106. 
Life insurance. 


Rehabilitation and liquidation of companies. 


Continuation or termination, §56-9-308. 
Long-term care insurance. 
Policies issued in other states, §56-42-104. 
Restrictions, §56-42-105. 
Premium financing, §§56-9-321, 56-37-101 
to 56-37-115. 
Agreements. 
Cancellation. 
Notice, §56-37-110. 
Refund of gross unearned premiums 
upon cancellation, §56-37-111. 
Contents, §56-37-107. 
Definition of premium finance agreement, 
§56-37-102. 
Perfection of assignment and security 
interest, §56-37-112. 
Cancellation of agreements. 
Notice, §56-37-110. 
Refunds of gross unearned premiums, 
§56-37-111. 
Citation of act. 
Short title, §56-37-101. 
Commissioner of commerce and insurance. 
Licenses. 
Investigation of applicants, §56-37-104. 
Revocation or suspension, §56-37-105. 
Records of licensees. 
Examination, §56-37-106. 
Companies. 
Definition of premium finance company, 
§56-37-102. 
Disclosures by licensees, §56-37-103. 
Investigation of applicants for license, 
§56-37-104. 
Licenses. 
Fees, §56-37-103. 
Investigation of applicants, §56-37-104. 
Renewal applications, §56-37-103. 
Required, §56-37-103. 
Revocation or suspension, §56-37-105. 
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INSURANCE POLICIES —Cont’d 
Premium financing —Cont’d 
Companies —Cont’d 
Records. 
Examination, §56-37-106. 
Maintenance and preservation, 
§56-37-106. 
Rehabilitation and liquidation of 
insurance companies. 
Obligation to pay earned premiums to 
insurer, §56-9-321. 
Contents of agreements, §56-37-107. 
Definitions, §56-37-102. 
Enactment of chapter, §56-37-115. 
Interest. 
Maximum rates, §56-37-108. 
Loan charges, §56-37-109. 
Maximum rates of interest, §56-37-108. 
Misdemeanors. 

Violations of provisions, §56-37-113. 
Penalties. 

Violations of provisions, §56-37-113. 
Service charges on loans, §56-37-109. 
Short title, §§56-37-101, 56-37-115. 

Rehabilitation and liquidation of 
companies. 
Liquidation order. 
Continuation or termination of policies, 
§56-9-308. 


INSURANCE PRODUCERS. 
Continuing education. 
Long-term care insurance, §56-42-109. 
Creditor-placed insurance. 
Commissions, §56-49-112. 
Definition of agent, §56-49-103. 
Fees. 
State stock fire insurance companies. 
Certificate of authority for agents, 
§56-23-109. 
Fidelity and bonding companies. 
Unlawful to write policies except through 
resident agents, §56-15-108. 
Fire insurance. 
State stock fire insurance companies. 
Certificate of authority for agents, 
§56-23-109. 
Licenses. 
Exchange or reciprocal insurance, 
§56-16-111. 
Surplus lines insurance, §56-14-104. 
Long-term care insurance. 
Penalties for violations, §56-42-111. 
Training for producers to sell or solicit, 
§56-42-109. 
Penalties. 
Rehabilitation and liquidation of companies. 
Liquidation orders. 
Failure of agent to respond to notice, 
§56-9-312. 
Rehabilitation and liquidation of 
companies. 
Earned premiums. 
Obligation to pay to insurer, §56-9-321. 
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INSURANCE PRODUCERS —Cont’d 
Rehabilitation and liquidation of 
companies —Cont’d 
Liquidation order. 
Response to notice by agents, §56-9-312. 
Penalty for failure to respond, 
§56-9-312. 
Reports. 
Surplus lines insurance. 
Verified report of transactions. 
Agent’s duty to file, time, §56-14-106. 
Risk retention groups and purchasing 
groups. 
Licensed as insurance agent or broker. 
Required to solicit, procure or negotiate 
liability insurance for, §56-45-112. 
Surplus lines agents. 
Advertising, §56-14-114. 
Commissions, §56-14-115. 
Gross premiums tax. 
Collection from insured, §56-14-113. 
Licenses, §56-14-104. 
Suspension or revocation, §56-14-117. 
Records of contracts procured. 
Duty to keep, §56-14-116. 
Verified report of transactions. 
Agent’s duty to file, time, §56-14-106. 
Violations, penalties, §56-14-117. 


INTEREST. 
Insurance. 
Rehabilitation and liquidation of companies. 
Liquidation. 
Usury. 
Power of liquidator to assert against 
third parties, §56-9-310. 
Usury. 
Insurance companies. 
Rehabilitation and liquidation. 
Liquidation. 
Power of liquidator to assert against 
third parties, §56-9-310. 


INTERSTATE COMPACTS. 
Insurance. 
Interstate insurance product regulation 
compact, §§56-58-101, 56-58-102. 


INTERVENTION. 
Insurance. 
Rehabilitation and liquidation of companies. 
Liquidation. 
Order. 
Intervention in pending actions by 
liquidator, §56-9-313. 
Power of liquidator to intervene, 
§56-9-310. 


INVESTIGATIONS. 

Creditor-placed insurance. 
Commissioner, §56-49-114. 

Health maintenance organizations. 
Confidentiality of information, §56-32-135. 
Department of Commerce and insurance, 

§56-32-132. 
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INVESTIGATIONS —Cont’d 
Insurance. . 
Creditor-placed insurance. 
Commissioner, §56-49-114. 
Health maintenance organizations. 
Department of Commerce and insurance, 
§56-32-132. 
Rehabilitation and liquidation of companies. 
Cooperation with commissioner. 
Obligations, §56-9-106. 
Obstruction of or interference with 
commissioner, §56-9-106. 
Penalties, §56-9-106. 
Risk retention groups and purchasing 
groups. 
Powers of commissioner, §56-45-111. 
Prepaid health services. 
Department, §56-51-146. 
Viatical settlements. 
Commissioner of commerce and insurance, 
§56-50-107. 
Workers’ compensation fraud. 
Disclosure of information, §§56-47-110, 
56-47-111. 


INVESTMENTS. 
Captive insurance companies, §56-13-111. 

Protected cell captive insurance companies, 

§56-13-206. 
Special purpose financial captives, 
§56-13-414. 
Charitable gift annuities. 

Investment of assets, §56-52-105. 

Dental service plan corporations, 
§56-30-113. 

Fraternal benefit societies, §56-25-501. 

Health maintenance organizations, 
§56-32-111. 

Hospital and medical service 
corporations, §56-29-112. 

Hospital service corporations, §56-28-110. 

Legal insurance. 

Authorized investments, §56-43-110. 
Prepaid health services, §56-51-133. 
Vision service plans. 

Funds of corporations, §56-31-112. 


J 


JOINT UNDERWRITING, §$56-41-101 to 
56-41-114. 


JUDGMENTS AND DECREES. 
Insurance. 
Exchange or reciprocal insurance. 
Effect of judgment against reciprocal, 
§56-16-118. 
Rehabilitation and liquidation of companies. 
Assessments. 
Failure to pay, §56-9-320. 
Insurance guaranty association. 
Default judgment. 
Association not obligated to satisfy, 
§56-12-117. 
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JUDGMENTS AND DECREES —Cont’d 
Life and health insurance guaranty 
association. 
Default judgments, §56-12-217. 
Prepaid health services. 
Satisfaction, §56-51-142. 


JURISDICTION. 
Chancery courts. 
Rehabilitation and liquidation of insurance 
companies. 
Preferences, §56-9-317. 
County mutual insurance companies. 
Action to recover assessment upon 
insolvency, §56-22-111. 
Enforcement of cease and desist orders, 
§56-22-116. 
Insurance. 


Rehabilitation and liquidation of companies. 


Delinquency proceedings, §56-9-104. 
Preferences. 
Chancery courts, §56-9-317. 


L 


LABOR. 
Indemnified employee welfare benefit 
plans, §§56-40-101 to 56-40-105. 


LACHES. 
Insurance. 


Rehabilitation and liquidation of companies. 


Liquidation. 

Laches unavailable, §56-9-313. 
Rehabilitation. 

Laches unavailable, §56-9-304. 


LEGAL INSURANCE, §§56-43-101 to 
56-43-118. 
Administrative procedure. 

Commissioner of commerce and insurance. 

Applicability of acts to rules, regulations 
or orders of commissioner, 
§56-43-111. 

Certificate of authority. 

Applications, §56-43-104. 

Duration, §56-43-105. 

Issuance, §56-43-105. 

Renewal. 

Refusal to renew, §56-43-114. 

Required, §56-43-104. 

Suspension or revocation, §56-43-114. 
Certificates of coverage, §56-43-106. 
Citation of act. 

Short title, §56-43-101. 
Commissioner of commerce and 

insurance. 

Administrative procedures act. 

Applicability to orders, rules or 
regulations of commissioner, 
§56-43-111. 

Definition of commissioner, §56-43-103. 

Examination of insurers, §56-43-113. 

Fees of commissioner, §56-43-115. 
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LEGAL INSURANCE —Cont’d 
Commissioner of commerce and 
insurance —Cont’d 
Rules and regulations, §56-43-112. 
Administrative procedures act. 
Applicability, §56-43-111. 
Construction and interpretation. 
Liberal construction of provisions, 
§56-43-102. 
Consumer protection act. 
Applicability, §56-43-111. 
Contracts. 
Exclusive agency or management contracts, 
§56-43-107. 
Definitions, §56-43-103. 
Examinations. 
Commissioner of commerce and insurance. 
Examination of insurers, §56-43-113. 
Fees. 
Commissioner of commerce and insurance, 
§56-43-115. 
Insurance laws generally. 
Applicability, §56-43-111. 
Insurers. 
Defined, §56-43-103. 
Examination of insurers. 
Duties of commissioner, §56-43-113. 
Exclusive agency or management contracts, 
§56-43-107. 
Reports, §56-43-108. 
Reserves, §56-43-109. 
Insurers liquidation act. 
Applicability, §56-43-111. 
Investments. 
Authorized investments, §56-43-110. 
Penalties. 
Applicable provisions, §56-43-118. 
Policies, §56-43-106. 
Premiums. 
Rate, §56-43-116. 
Public documents. 
Applications, filings and reports, 
§56-43-117. 
Purposes of provisions, §56-43-102. 
Reports. 
Insurers, §56-43-108. 
Public documents, §56-43-117. 
Reserves. 
Requirement, §56-43-109. 
Rules and regulations, §56-43-112. 
Administrative procedures act. 
Applicability, §56-43-111. 
Title of act. 
Short title, §56-43-101. 


LEGEND DRUGS. 
Volunteer Rx prescription discount plan 
generally, §§56-57-101 to 56-57-106. 


LICENSES. 

Captive insurance companies, §56-13-103. 
Suspension or revocation, §56-13-110. 

Health maintenance organizations. 
Agents, §56-32-114. 
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LICENSES —Cont’d 
Insurance. 
Captive insurance companies, §56-13-103. 
Suspension or revocation, §56-13-110. 
Mutual insurance. 
Companies, §§56-19-109, 56-19-123. 
Surplus lines insurance. 
Agents, §56-14-104. 
Insurers. 
Required to transact business, 
§56-14-108. 
Viatical settlements. 
Applications, §56-50-103. 
Continuing education, §56-50-103. 
Denial, §56-50-104. 
Examination of licensees, §56-50-107. 
Required, §56-50-103. 
Revocation or suspension, §56-50-104. 
Medicare Choice programs. 
Required, §56-48-103. 
Prepaid health services. 
Agents, §56-51-135. 
Surplus lines insurance. 
Agents, §56-14-104. 
Insurers. 
Required to transact business, 
§56-14-108. 
Viatical settlements. 
Applications, §56-50-103. 
Continuing education, §56-50-103. 
Denial, §56-50-104. 
Examination of licensees, §56-50-107. 
Required, §56-50-103. 
Revocation or suspension, §56-50-104. 
Workers’ compensation fraud. 
Violations by licensed professionals, 
§56-47-107. 


LIENS. 
Insurance. 
Rehabilitation and liquidation of insurance 
companies. 
Preferences. 
Liens deemed voidable, §56-9-317. 


LIFE AND HEALTH INSURANCE 
GUARANTY ASSOCIATION, 
§§56-12-201 to 56-12-220. 

Accounts, §56-12-205. 

Appeals. 

Actions of board of directors or association, 
§56-12-210. 
Applicability of provisions, §56-12-204. 
Insurers not covered, §56-12-219. 

Assessments, §56-12-202. 

Amount, §56-12-208. 
Classification, §56-12-208. 
Offsets. 

Right of offset, §56-12-212. 

Board of directors. 

Appeals. 
Actions of board, §56-12-210. 
Composition, §56-12-206. 
Duties. 
Impaired or insolvent insurers, 
§56-12-207. 


LIFE AND HEALTH INSURANCE 

GUARANTY ASSOCIATION —Cont’d 

Board of directors —Cont’d 
Expenses. 

Reimbursement, §56-12-206. 
Impaired or insolvent insurers. 

Powers and duties, $56-12-207. 
Powers and duties. 

Impaired or insolvent insurers, 

§56-12-207. 

Selection of members, §56-12-206. 

Terms of office, §56-12-206. 

Vacancies, §56-12-206. 

Citation of part, §56-12-201. 
Creation, §§56-12-202, 56-12-205. 
Definitions, §56-12-203. 
Disclaimer notice, §56-12-218. 
Examination and regulation by 

commissioner, §56-12-214. 
Fees. 

Exemptions, §56-12-215. 
Immunity from liability, §56-12-216. 
Impaired or insolvent insurers. 

Commissioner. 

Powers and duties, §56-12-210. 
Conservation proceedings, §56-12-213. 
Detection of insolvencies and impairments, 

§56-12-211. 

Insurers not covered, §56-12-219. 

Liquidation proceedings, §56-12-213. 

Prevention of insolvencies and 

impairments, §56-12-211. 

Rehabilitation proceedings, §56-12-213. 

Stay of proceedings, §56-12-217. 
Judgments and decrees. 

Default judgments, §56-12-217. 
Liability. 

Immunity from liability, §56-12-216. 

Limitation, §56-12-204. 
Meetings, §56-12-205. 
Notice. 

Disclaimer notice, §56-12-218. 
Plan of operations. 

Commissioner. 

Powers and duties, §56-12-210. 
Compliance with, §56-12-209. 
Contents, §56-12-209. 

Submission, §56-12-209. 

Punitive damages, §56-12-204. 
Purpose of part, §56-12-202. 
Records, §56-12-205. 
Reports. 
Annual report, §56-12-214. 
Rules and regulations. 
Promulgation, §56-12-220. 
Sales. 
Promotions listing association prohibited, 
§56-12-218. 
Scope of provisions, §56-12-204. 
Short title of part, §56-12-201. 
Summary of provisions. 
Delivery of copy with policy or contract, 
§56-12-218. 
Preparation, §56-12-218. 
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LIFE AND HEALTH INSURANCE 
GUARANTY ASSOCIATION —Cont’d 
Supervision. 
Commissioner, §56-12-205. 
Taxation. 
Exemptions, §56-12-215. 


LIFE INSURANCE. 
Companies. 
Mutual life insurance companies, 
§§56-18-101 to 56-18-116. 
Interstate insurance product regulation 
compact, §§56-58-101, 56-58-102. 
Policies. 


Rehabilitation and liquidation of companies. 


Continuation or termination, §56-9-308. 
Rehabilitation and liquidation of 
companies. 
Liquidation order. 
Continuation or termination, §56-9-308. 
Viatical settlements, §$56-50-101 to 
56-50-117. 


LIFE INSURANCE COMPANIES. 
Mutual life insurance companies, 
§§56-18-101 to 56-18-116. 


LIMITATION OF ACTIONS. 
Insurance. 
Fraud, §56-53-107. 


Rehabilitation and liquidation of companies. 


Liquidation. 

Institution of actions or proceedings by 
liquidator, §56-9-313. 

Power of liquidator to assert statute of 
limitations against third parties, 
§56-9-310. 

Tolling of statute of limitations. 

Filing of petition for liquidation 
against insurer and denial of 
petition, §56-9-313. 

Rehabilitation. 

Tolling of statute of limitation, 

§56-9-304. 
Insurance fraud, §56-53-107. 
One year. 

Workers’ compensation. 
Fraud. 
Recovery for economic injuries, 
§56-47-108. 
Workers’ compensation. 
Fraud. 
Recovery for economic injuries, 
§56-47-108. 


LIMITED LIABILITY COMPANIES. 
Captive insurance companies. 
Organization as, §56-13-107. 
Protected cell captive insurance 
companies, §56-13-201. 
Insurance. 
Captive insurance companies. 
Organization as, §56-13-107. 


INDEX 


LIQUIDATION. 
Insurance companies. 
Rehabilitation and liquidation of companies. 
General provisions, §§56-9-101 to 
56-9-511. 


LONG-TERM CARE INSURANCE, 
§§56-42-101 to 56-42-111. 


M 


MAIL. 
Service of process. 
Fraternal benefit societies, §$56-25-701. 


MANAGED HEALTH CARE. 

Discrimination as to providers, 
§56-32-129. 

Point of service option required, 
§56-32-128. 

Preferred provider organization plan, 
option to be offered, §56-32-128. 

Providers. 

Rights, §56-32-130. 

Retaliation against providers prohibited, 
§56-32-130. 

Scope of services, §56-32-129. 


MANDATORY CONTROL LEVEL 
EVENTS. 

Risk-based capital for insurers, 
§56-46-107. 


MEDICAL SERVICE CORPORATIONS, 
§§56-29-101 to 56-29-119. 


MEDICARE. 
Medicare Choice programs, $§56-48-101 to 
56-48-104. 


MEDICARE CHOICE PROGRAMS. 
Definitions, §56-48-102. 
Licenses. 

Required, §56-48-103. 
Rules and regulations, §56-48-104. 
Short title, §56-48-101. 
Waiver. 

Licensure requirements, §56-48-103. 


MEDICINE. 
Prescriptions. 
Volunteer Rx prescription discount plan, 
§§56-57-101 to 56-57-106. 
Volunteer Rx prescription discount plan, 
§§56-57-101 to 56-57-106. 


MENTAL HEALTH. 
Insurance. 
Prepaid health services, §§56-51-101 to 
56-51-155. 


MERGER OR CONSOLIDATION. 
Fraternal benefit societies. 
Consolidation, merger or reinsurance, 
§§56-25-304, 56-25-305. 
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MERGER OR CONSOLIDATION —Cont’d 
Insurance companies, §§56-10-101 to 
56-10-111. 


MIDWIVES. 
Health maintenance organizations. 
Discrimination prohibited, §56-32-137. 


MINORS. 
Fraternal benefit societies. 
Lodge system. 
Children’s lodges, §56-25-102. 


MISDEMEANORS. 
Insurance. 
Fidelity and bonding companies. 
During general banking business, 
§56-15-101. 
Receiving deposits subject to check, 
§56-15-101. 
Fire insurance. 
State mutual fire insurance companies. 
Borrowing of funds by officers or 
committee members, §56-21-110. 
Director or officer taking fees for 
making loans, §56-21-110. 
Premium finance companies. 
Violations of chapter, §56-37-113. 
Title insurance. 
Violations of chapter, §56-35-127. 
Title insurance. 
Violations of chapter, §56-35-127. 


MISREPRESENTATION. 
Vehicle protection products warranties. 
Cancellation of sale and warranty, 
§56-55-108. 
False or misleading statements in 
warranties, §56-55-109. 
Workers’ compensation fraud, §§56-47-101 
to 56-47-112. 


MOTOR VEHICLE EQUIPMENT. 
Alarms. 
Vehicle protection products warranties 
generally, §§56-55-101 to 56-55-115. 
Electronic tracking of motor vehicle. 
Vehicle protection products warranties 
generally, §§56-55-101 to 56-55-115. 
Fuel kill switches. 
Vehicle protection products warranties 
generally, §§56-55-101 to 56-55-115. 
Ignition kill switches. 
Vehicle protection products warranties 
generally, §§56-55-101 to 56-55-115. 
Ignition locks, antitheft. 
Vehicle protection products warranties 
generally, §§56-55-101 to 56-55-115. 
Pedal locks. 
Vehicle protection products warranties 
generally, §§56-55-101 to 56-55-115. 
Radio tracking of vehicle. 
Vehicle protection products warranties 
generally, §§56-55-101 to 56-55-115. 
Satellite tracking of vehicles. 
Vehicle protection products warranties 
generally, §§56-55-101 to 56-55-115. 
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MOTOR VEHICLE EQUIPMENT —Cont’d 
Steering locks. . 
Vehicle protection products warranties 
generally, §§56-55-101 to 56-55-115. 
Vehicle protection products warranties 
generally, §§56-55-101 to 56-55-115. 


MOTOR VEHICLE INSURANCE. 
Creditor-placed insurance. 
Generally, §§56-49-101 to 56-49-115. 
Risk sharing or market assistance plans, 
§§56-41-101 to 56-41-114. 


MOTOR VEHICLE PROTECTION 
PRODUCTS WARRANTIES, 
§§56-55-101 to 56-55-115. 


MOTOR VEHICLES. 
Anti-theft devices. 
Vehicle protection products warranties 
generally, §§56-55-101 to 56-55-115. 
Guaranteed asset protection waivers, 
§§56-59-101 to 56-59-109. 
Insurance. 
Creditor-placed insurance. 
Generally, §§56-49-101 to 56-49-115. 
Sales. 
Financing. 
Guaranteed asset protection waivers, 
§§56-59-101 to 56-59-109. 
Theft. 
Vehicle protection product warranties, 
§§56-55-101 to 56-55-115. 
Warranties. 
Vehicle protection product warranties, 
§§56-55-101 to 56-55-115. 


MUTUAL INSURANCE COMPANIES, 
§§56-19-101 to 56-19-125. 
Advancements, §56-19-117. 
Agents. 
Resident agent not required, §56-19-121. 
Articles of incorporation, §56-19-103. 

Acknowledgment, §56-19-103. 

Amendment, §56-19-106. 

Contents, §56-19-108. 

Execution in duplicate, §56-19-104. 

Filing, §56-19-104. 

Submission to commissioner of commerce 
and insurance, §56-19-104. 

Assessments. 

Assets not equal to unearned premium 
reserve and other liabilities, 
§56-19-116. 

Increase, §56-19-116. 

Automobile insurance. 
Contracts authorized, §56-19-108. 
Board of directors. 

Bylaws. 

Adoption, §56-19-107. 

Transaction of business, §56-19-107. 

Bylaws. 

Adoption, §56-19-107. 

Certificate of incorporation, §56-19-105. 
Contracts. 
Kinds of insurance authorized, §56-19-108. 
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MUTUAL INSURANCE COMPANIES 
—Cont’d 
Contracts —Cont’d 
Policy provisions, §56-19-110. 


Conversion to stock company, §56-19-125. 


Corporate policyholders, §56-19-111. 
Officers not personally liable, §56-19-111. 
County mutual insurance companies, 
§§56-22-101 to 56-22-120. 
Deposits. 
Requirements, §56-19-124. 
Disability insurance. 
Contracts authorized, §56-19-108. 
Examinations, §56-19-119. 
Fire insurance. 
Contracts authorized, §56-19-108. 
Mutual or assessment fire insurance 
companies, §§56-20-101 to 56-20-117. 
State mutual fire insurance companies, 
§$§56-21-101 to 56-21-132. 
Foreign companies. 
Admission, §56-19-118. 
General insurance laws. 
Not applicable, §56-19-122. 
Health care liability insurance 
companies. 
State company becoming state stock 
company, §56-19-125. 
Incorporators. 
Number, §56-19-101. 
Residence qualifications, §56-19-101. 
Investments, §56-19-114. 
Kinds of insurance, §56-19-108. 
Liability insurance. 
Contracts authorized, §56-19-108. 
Licenses. 
Conditions precedent, §56-19-109. 
Required, §56-19-109. 
Revocation. 
Violations of provisions, §56-19-123. 
Life insurance. 
Mutual life insurance companies, 
§§56-18-101 to 56-18-116. 
Members. 
Corporate policyholders, §56-19-111. 


Officers not personally liable, §56-19-111. 


Voting rights, §56-19-112. 
Misdemeanors. 
Violations of provisions, §56-19-123. 
Names, §56-19-102. 
Penalties. 
Violations of provisions, §56-19-123. 
Policies. 
Kinds of insurance authorized, §56-19-108. 
Premiums. 
Cash and contingent premiums, 
§56-19-113. 
Maximum premium to be stated, 
§56-19-113. 
Provisions, §56-19-110. 
Powers. 
Generally, §56-19-108. 
Reinsurance. 
Restrictions, §56-19-120. 


MUTUAL INSURANCE COMPANIES 
—Cont’d 
Reports. 
Annual report, §56-19-119. 
Reserves. 
Unearned premium and other reserves. 
Maintenance, §56-19-115. 
Steam boiler insurance. 
Contracts authorized, §56-19-108. 
Surplus. 
Requirements, §56-19-124. 
Use and occupancy insurance, §56-19-108. 
Violations of provisions. 
Penalties, §56-19-123. 


MUTUAL LIFE INSURANCE 
COMPANIES, §§56-18-101 to 56-18-116. 
Authority to restrict business, §56-18-101. 
Board of directors. 
Division into classes, §56-18-104. 
Election of directors, §56-18-105. 
Number of members, §56-18-103. 
Qualifications of members, §56-18-103. 
Vacancies, §56-18-105. 
Capital. 
Minimum requirements, §56-18-102. 
Conversion of stock life companies into 
mutual companies. 
Abandonment of conversion proceedings, 
§56-18-116. 
Acquisition of stock by corporation, 
§56-18-110. 
Payment for shares, §56-18-111. 
Voting of stock, §56-18-112. 
Approval by commissioner, §56-18-108. 
Approval by directors, §56-18-108. 
Approval by policyholders, §56-18-108. 
Meeting of policyholders to consider, 
§§56-18-110, 56-18-111. 
Approval by shareholders, §56-18-108. 
Authorized, §56-18-108. 
Contracts. 
Existing contracts not affected by 
conversion, §56-18-115. 
Officers of stock corporation become officers 
of new mutual corporation, §56-18-113. 
Plan of mutualization, §§56-18-108, 
56-18-109. 
Powers of corporation upon conversion, 
§56-18-114. 
Requirements, §56-18-108. 
Insuring members, §56-18-101. 
Meetings of policyholders. 
Annual meeting, §56-18-105. 
Election of directors, §56-18-105. 
Notice, §56-18-106. 
Proxy voting, §§56-18-106, 56-18-107. 
Voting, §§56-18-105 to 56-18-107. 
Penalties. 
Proxy voting. 
Voting false proxy, §56-18-107. 
Stock life companies. 
Conversion to mutual companies, 
§§56-18-108 to 56-18-116. 
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MUTUAL OR ASSESSMENT FIRE 
INSURANCE COMPANIES, 
§§56-20-101 to 56-20-117. 

Articles of incorporation. 

Filing with commissioner, §56-20-101. 

Assessments. 


Actions to recover assessments, §56-20-108. 


Authorized, §56-20-104. 
Collection, §56-20-107. 
Expense and cost of collection, 
§56-20-106. 
Neglect by officers to collect, §56-20-107. 
Generally, §56-20-104. 
Liens, §56-20-109. 
Limitations, §56-20-105. 
Neglect or refusal to pay. 
Actions to recover assessments, 
§56-20-108. 
Exclusion from membership, §§56-20-110 
to 56-20-112. 
Penalty and interest, §56-20-108. 
Notice, §56-20-106. 
Use, §56-20-105. 
Borrowing money. 
Authorized, §56-20-104. 
Charters. 
Filing with commissioner, §56-20-101. 
Commissioner of commerce and 
insurance. 
Annual statement to commissioner, 
§56-20-113. 
Examinations by, §56-20-114. 
Fees, §$56-20-115. 
Deposits. 
Exemption from deposit requirements, 
§56-20-117. 
Examinations, §56-20-114. 
Exclusion from membership, §56-20-110. 
Liability for assessments made before 
exclusion, §56-20-111. 
Notice, §56-20-112. 


Policies canceled or withdrawn, §56-20-110. 


Repayment of equitable portion of 
unearned premiums, §56-20-112. 
Extension of business operations, 
§56-20-116. 
Incorporators. 
Sworn statement of incorporators. 
Filing with commissioner, $56-20-101. 
Obligations of insured, §56-20-103. 
Policies, §56-20-102. 
Provisions, §56-20-102. 
Statements. 
Annual statement to commissioner, 
§56-20-113. 
Surplus. 
Exemption from surplus requirement, 
§56-20-117. 


N 


NAMES. 
Captive insurance companies, §56-13-104. 
Special purpose financial captives, 
§56-13-405. 
Protected cells, §56-13-409. 
Prepaid health services. 
Name restrictions, §56-51-126. 


NONPROFIT CORPORATIONS. 
Captive insurance companies. 
Organization as, §56-13-107. 
Insurance. 
Captive insurance companies. 
Organization as, §56-13-107. 


NONRESIDENTS. 
Insurance. 
Rehabilitation and liquidation of companies. 
Liquidation proceedings begun in 
Tennessee. 
Residents in foreign countries or other 
states. 
Where claims filed and proved, 
§56-9-406. 
Risk retention groups and purchasing 
groups. 
Out-of-state risk retention groups. 
Requirements for doing business in 
Tennessee, §56-45-104. 
Life and health insurance guaranty 
association. 
Disclaimer notice, §56-12-218. 
Risk-based capital for insurers. 
Adjustment of RBC report, §56-46-103. 
Request for hearing, §56-46-108. 
Unsatisfactory RBC plans, §56-46-104. 
Title insurance. 
Notification to buyers of availability, 
§56-35-133. 


NOTICE. 
Creditor-placed insurance. 
Disclosure of insurance requirements, 
§56-49-113. 
Fraternal benefit societies. 
Commissioner of commerce and insurance. 
Notice of deficiencies, §56-25-606. 
Foreign or alien societies, §56-25-607. 
Health carrier grievances and appeals. 
External review program. 
Expedited external review, §56-61-117. 
Notice of election, §56-61-112. 
Notice of right to external review, 
§56-61-113. 
Notice to aggrieved person, §56-61-116. 
First level review of adverse determination. 
Notice requirements, §56-61-107. 
Second level review of adverse 
determination. 
Notice requirements, §56-61-108. 
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NOTICE —Cont’d 

Health maintenance organizations. 
Change in operations, §56-32-109. 

Insurance. 


NOTICE —Cont’d 
Insurance —Cont’d 
Supervision of insurers —Cont’d 
Grounds, §56-9-503. 


Creditor-placed insurance. 

Disclosure of insurance requirement, 

§56-49-113. 

Rehabilitation and liquidation of companies. 
Assessments. 

Failure to pay. 
Show cause order, §56-9-320. 
Claims. 
Denial, §56-9-327. 
Disbursal of assets. 
Application to court for approval of 
proposal, §56-9-322. 
Earned premiums. 
Obligation to pay insurer. 
Failure to pay, §56-9-321. 
Ex parte orders. 
Hearing and review of orders, 
§56-9-201. 
Foreign and lien insurance companies. 
Conservator. 

Application and order appointing 

commissioner, §56-9-401. 
Liquidation of assets. 

Application by commissioner, 
§56-9-402. 

Effect of order by court, §56-9-402. 

Fraudulent transfers. 
Preservation for benefit of estate, 
§56-9-315. 
Liquidation. 
Orders, §56-9-311. 

Filing and recording of order, 
§56-9-307. 

Response by agents of insurer and 
penalty for failure to respond, 
§56-9-312. 

Preferences. 

Hearings, §56-9-317. 
Rehabilitation. 

Approval of plan, §56-9-303. 

Filing or recording of order. 

Effect, §56-9-302. 

Seizure orders. 

Extending, shortening or modifying 

terms, §56-9-201. 

Risk-based capital for insurers. 
Adjustment of RBC report, §56-46-103. 
Request for hearing, §56-46-108. 
Unsatisfactory RBC plans, §56-46-104. 

Risk retention groups and purchasing 

groups. 
Purchasing groups. 
Requirements for doing business in 
state, §56-45-108. 
Required notice to prospective insured, 
§56-45-112. 
Risk retention groups. 
Required notice on policies, §56-45-104. 

Supervision of insurers. 

Access and confidentiality of proceedings 

and records, §56-9-504. 


Title insurance. 
Notification to buyers of availability, 
§56-35-133. 
Life and health insurance guaranty 
association. 
Disclaimer notice, §56-12-218. 
Prepaid health services. 
Cancellation of contracts, §56-51-123. 
Risk-based capital for health 
organizations. 
Commissioner’s notices resulting in 
regulatory action. 
When effective, §56-46-212. 
Risk-based capital for insurers. 
Adjustment of RBC report, §56-46-103. 
Notice by commissioner. 
Regulatory actions resulting. 

Time for notice which could result in 
regulatory action to take effect, 
§56-46-113. 

Request for hearing, §56-46-108. 

Unsatisfactory RBC plans, §56-46-104. 
Title insurance. 

Notification to buyers of availability, 

§56-35-133. 

Vehicle protection products warranties. 
Cancellation of sale and warranty, 
§56-55-108. 


NURSES. 
Health maintenance organizations. 
Nurse midwives and advanced practice 
nurses. 
Discrimination prohibited, §56-32-137. 


NURSING HOMES. 
Long-term care insurance, §§56-42-101 to 
56-42-111. 


O 


OATHS. 
Insurance. 
Holding companies. 
Examinations. 
Financial condition of insurer, 
§56-11-107. 


Rehabilitation and liquidation of companies. 


Liquidation. 
Power of liquidator, §56-9-310. 
OPTOMETRISTS. 
Vision service plans. 
Participating optometrists, §§56-31-101 to 
56-31-131. 


ORDERS OF COURT. 
Insurance. 


Rehabilitation and liquidation of companies. 


Ancillary receivers. 
Appointment, §56-9-404. 


INDEX 


ORDERS OF COURT —Cont’d 
Insurance —Cont’d 
Rehabilitation and liquidation of companies 
—Cont’d 
Assessments. 
Failure to pay. 
Show cause orders, §56-9-320. 
Ex parte orders, §56-9-201. 
Foreign and alien insurance companies. 
Conservator. 
Appointment of commissioner to act 
as, §56-9-401. 
Liquidation of assets. 
Issuance of order, §56-9-402. 
Liquidation. 
Appointment of liquidator. 
Effect of issuance of order, §56-9-313. 
Continuation or termination of policies, 
§56-9-308. 
Dissolution of corporate existence, 
§56-9-309. 
Effect, §56-9-307. 
Grounds, §56-9-306. 
Notice, §56-9-311. 

Response by agents of insurer and 
penalty for failure to respond, 
§56-9-312. 

Petition, §56-9-305. 
Rehabilitation. 
Effect of order, §56-9-302. 
Laches unavailable, §56-9-304. 
Tolling of statute of limitations, 
§56-9-304. 
Seizure orders, §56-9-201. 
Stay of pending actions or proceedings, 
§56-9-304. 
Termination. 
Petition, §56-9-305. 
Risk retention groups and purchasing 
groups. 
Federal district courts. 
Enforcement of orders in state, 
§56-45-113. 


P 


PARTIES. 
Captive insurance companies. 
Protected cell captive insurance companies. 
Actions against, requirements of 
pleadings, §56-13-208. 
PATIENT PROTECTION AND 
AFFORDABLE CARE ACT. 


Health insurance exchanges. 
Abortion coverage, §56-26-134. 


PEDAL LOCKS. 
Vehicle protection products warranties 
generally, §§56-55-101 to 56-55-115. 


PENALTIES. 
Captive insurance companies. 
Violations of provisions, §56-13-120. 
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PENALTIES —Cont’d 
Creditor-placed insurance. _ 

Civil penalties, §56-49-114. 
Guaranteed asset protection waivers. 

Commissioner, powers and duties, 

§56-59-108. 
Health care liability reporting, 
§56-54-109. 
Health carrier grievances and appeals. 

Violations of act, §56-61-111. 

Health maintenance organizations. 

Administrative penalties, §56-32-120. 
Insurance companies. 

Captive insurance companies. 

Violations of provisions, §56-13-120. 

Insurance fraud. 

Administrative, §56-53-106. 

Antifraud plans, failure to maintain, 

§56-53-111. 

Civil remedies, §56-53-107. 

Criminal, §56-53-104. 
Legal insurance. 

Applicable provisions, §56-43-118. 
Surplus lines agents, §56-14-117. 
Viatical settlements. 

Civil penalties for violations, §56-50-115. 
Workers’ compensation. 

Fraud. 

Antifraud plans, §56-47-112. 
Recovery for economic injuries, 
§§56-47-108, 56-47-109. 


PERJURY. 
Insurance. 
State stock fire insurance companies. 
Property, casualty and surety insurance. 
False swearing to statement to obtain 
certificate, §56-23-102. 


PETITIONS. 
Insurance. 
Rehabilitation and liquidation of companies. 
Ancillary receivers. 
Appointment, §56-9-404. 
Ex parte orders, §56-9-201. 
Hearing and review of orders, 
§56-9-201. 
Foreign and alien insurance companies. 
Conservator. 
Application of commissioner to act as, 
§56-9-401. 
Appointment as ancillary receiver, 
§56-9-401. 
Liquidation of assets, §56-9-401. 
Termination of conservation, 
§56-9-401. 
Liquidation of assets. 
Application by commissioner, 
$56-9-402. 
Appointment of commissioner to act 
as receiver, §56-9-402. 
Liquidation, §56-9-305. 
Declaration of insolvency, §56-9-307. 
Reopening proceedings, §56-9-335. 


— 
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PETITIONS —Cont’d 
Insurance —Cont’d 
Rehabilitation and liquidation of companies 
—Cont’d 
Rehabilitation. 
Grounds for filing, §56-9-301. 
Termination, §56-9-305. 
Rehabilitation and liquidation of insurers. 
Liquidation. 
Dissolution of corporate existence, 
§56-9-309. 


PHARMACY. 
Prescriptions. 
Volunteer Rx prescription discount plan 
generally, §§56-57-101 to 56-57-106. 
Volunteer Rx prescription discount plan, 
§§56-57-101 to 56-57-106. 


PHARMACY BENEFIT MANAGEMENT 
ORGANIZATIONS. 

Prepaid health services, §§56-51-101 to 
56-51-155. 


PHILANTHROPY. 
Charitable gift annuities, §§56-52-101 to 
56-52-111. 


PHYSICIANS AND SURGEONS. 
Licenses. 
Workers’ compensation fraud, §56-47-107. 


PLEADINGS. 
Captive insurance companies. 
Protected cell captive insurance companies. 
Actions against, requirements of 
pleadings, §56-13-208. 


POPULAR NAMES OF ACTS. 

Charitable Gift Annuity Act of 2008, 
§56-52-101. 

Health Care Liability Reporting Act, 
§56-54-101. 

Health Carrier Grievance and External 
Review Procedure Act, §§56-61-101 to 
56-61-125. 

Tennessee Health Carrier Grievance and 
External Review Procedure Act, 
§§56-61-101 to 56-61-125. 

Whistleblower protection. 

Workers’ compensation fraud reports, 
§56-47-111. 


PREEXISTING CONDITIONS. 
Long-term care insurance, §56-42-105. 


PREFERRED PROVIDER 
ORGANIZATION TRANSPARENCY 
ACT, §§56-60-101 to 56-60-109. 

Applicability of provisions. 

Exceptions, §56-60-103. 
Complaints of violations, §56-60-109. 
Contracting entities. 

Defined, §56-60-102. 

Registration as, §56-60-104. 

Definitions, §56-60-102. 

Enforcement of provisions, §56-60-108. 

Exceptions to provisions, §56-60-103. 


INDEX 


PREFERRED PROVIDER 
ORGANIZATION TRANSPARENCY 
ACT —Cont’d 

Provider network contracts. 

Defined, §56-60-102. 

Third party access to provider’s health care 
services and contractual discounts 
pursuant to, §56-60-105. 

Requirements for granting, §56-60-107. 
Subsequent grant of access to other third 
party, §56-60-106. 

Rules and regulations, $56-60-108. 

Short title of act, §56-60-101. 

Third parties. 

Defined, §56-60-102. 

Provider network contact. 

Access to provider’s health care services 
and contractual discounts pursuant 
to, §56-60-105. 
Requirements for granting, §56-60-107. 
Subsequent grant of access to other 
third party, §56-60-106. 
Unfair insurance practices, §56-60-109. 


PREPAID HEALTH SERVICES, 
§§56-51-101 to 56-51-155. 
Acceptance of payments from other 
organizations, §56-51-125. 
Acquisitions, §56-51-151. 
Administrative penalty in lieu of 
suspension, §56-51-140. 
Agents. 
Licenses, §56-51-135. 
Appeals. 

Department, §56-51-148. 
Applicability, §56-51-124. 
Applications for certificate of authority, 

§56-51-106. 
Assets and liabilities, §56-51-133. 
Benefits. 

Extension of benefits, §56-51-127. 
Bonds, surety. 

Insolvency protection, §56-51-137. 

Levy upon deposit limited, §56-51-143. 

Officers and employees, §56-51-138. 
Cease and desist orders, §56-51-140. 
Certificate of authority. 

Applicability of chapter, §56-51-105. 

Applications, §56-51-106. 

Continuing eligibility, §56-51-108. 

Denial, §56-51-107. 

Eligibility. 

Continuing eligibility, §56-51-108. 

Fees, §56-51-106. 

Issuance, §56-51-107. 

Required, §56-51-105. 

Suspension or revocation, §56-51-139. 

Administrative penalty in lieu of 
suspension, §56-51-140. 
Changes. 

Rates and charges, §56-51-114. 
Citation, §56-51-101. 

Civil remedies, §56-51-149. 
Complaint system, §56-51-131. 


INDEX 


PREPAID HEALTH SERVICES —Cont’d 
Confidentiality of information, §56-51-150. 
Conflict of laws, §56-51-124. 
Contracts, §56-51-112. 

Cancellation. 

Notice, §56-51-123. 

Construction, §56-51-121. 

Contents. 

Additional provisions, §56-51-115. 

Delivery, §56-51-122. 

Disclosures, §56-51-111. 

English language requirement, §56-51-110. 

Execution, §56-51-119. 

Incorporation of other organizational 

documents, limitations, §56-51-118. 

Noncomplying contracts. 

Validity, §56-51-120. 

Notice of cancellation, §56-51-123. 

Providers, §56-51-128. 

Refusal to issue or renew, restrictions, 

§56-51-117. 

Review by department, §56-51-129. 

Signatures, §56-51-119. 

Control, merger or change of control of 
organization. 

Provision applicable, §56-51-151. 
Defined terms, §56-51-102. 
Delinquency proceedings. 

Supervision, rehabilitation, conservation, 

liquidation or reorganization, 
§56-51-144. 
Department. 

Appeals, §56-51-148. 

Examination of affairs, §56-51-132. 

Investigations, §56-51-146. 

Review of contracts, §56-51-129. 
Disciplinary measures, §56-51-139. 
Disclosures. 

Contracts, §56-51-111. 

English language requirement. 

Contracts and documents, §56-51-110. 
Examination of affairs. 

Department, §56-51-132. 

Exemption from insurance code, 
§56-51-103. 
Exemption from title. 

Title XIX program providers, §56-51-109. 
Expulsion. 

Restrictions, §56-51-117. 

Extension of benefits, §56-51-127. 
Fees, §56-51-145. 
Certificate of authority, §56-51-106. 
Rates and charges, §56-51-113. 
Changes, §56-51-114. 
Fines, §56-51-140. 
Genetic information. 

Restrictions, §56-51-116. 
Government agencies. 

Acceptance of payments from other 

organizations, §56-51-125. 
Grievances, §56-51-131. 
Health maintenance organizations. 

Acceptance of payments from other 

organizations, §56-51-125. 


812 


PREPAID HEALTH SERVICES —Cont’d 

Holding companies. u 

Applicability, §56-51-151. 

Provisions applicable, §56-51-155. 
Injunctions, §56-51-141. 

Cease and desist orders, §56-51-140. 
Insolvency. 

Protection, §56-51-137. 

Supervision, rehabilitation, conservation, 
liquidation or reorganization, 
§56-51-144. 

Insurance code. 

Authorization to practice insurance 
business, §56-51-104. 

Exemption, §56-51-103. 

Insurance companies. 

Insurance business not authorized, 
§56-51-104. 

Investigations. 

Department, §56-51-146. 
Investments, §56-51-133. 
Judgments. 

Levy upon deposit limited, §56-51-143. 

Satisfaction, §56-51-142. 

Licenses. 

Agents, §56-51-135. 

Minimum net worth, §56-51-136. 

Name restrictions, §56-51-126. 

Notice. 

Cancellation of contracts, §56-51-123. 
Officers and employees. 

Bonds, surety, §56-51-138. 
Payments. 

Acceptance of payments from other 

organizations, §56-51-125. 

Providers. 

Payment guarantees, §56-51-130. 

Providers, §56-51-128. 

Payment guarantees, §56-51-130. 
Rates and charges, §56-51-113. 

Changes, §56-51-114. 

Remedies. 

Other relief, §56-51-149. 

Reports, §56-51-134. 

Review of contracts by department, 
§56-51-129. 

Risk-based capital for health 
organizations, §§56-46-201 to 56-46-214. 

Rules and regulations, §56-51-153. 

Short title, §56-51-101. 

Supervision, rehabilitation, 
conservation, liquidation or 
reorganization, §56-51-144. 

Suspension or revocation, §56-51-139. 

Administrative penalty in lieu of 
suspension, §56-51-140. 

Taxation, §56-51-152. 

Title XIX program providers. 

Exemption from title, §56-51-109. 
Unfair competition and deceptive acts, 

§56-51-147. 

Violations. 

Rules and regulations, §56-51-153. 
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PREPAID HEALTH SERVICES —Cont’d 
Welfare. 
Applicability, §56-51-154. 


Working capital requirements, §56-51-136. 


PRESCRIPTION DRUG CARDS. 
Volunteer Rx prescription discount plan 
generally, §$56-57-101 to 56-57-106. 


PRESCRIPTIONS. 
Affordable prescriptions. 
Volunteer Rx prescription discount plan, 
§§56-57-101 to 56-57-106. 
Discounts. 
Volunteer Rx prescription discount plan, 
§§56-57-101 to 56-57-106. 
Volunteer Rx prescription discount plan, 
§§56-57-101 to 56-57-106. 


PRIORITIES. 
Insurance. 


Rehabilitation and liquidation of companies. 


Claims. 
Liquidation in Tennessee involving 
reciprocal state. 
Owners of special deposit claims, 
§56-9-406. 
Distribution of claims, §56-9-330. 


PRIVACY. 
Viatical settlements, §56-50-106. 


PRODUCTS LIABILITY. 
Risk retention groups and purchasing 
groups. 
General provisions, §§56-45-101 to 
56-45-114. 


PROFESSIONAL EMPLOYER 
ORGANIZATIONS. 
Benefit and welfare plans. 
Defined, §56-56-101. 
Maintenance of plans as self-insurance by 
employer, §56-56-102. 
Insurance. 
Benefit and welfare plans. 
Defined, §56-56-101. 


Maintenance of plans as self-insurance by 


employer, §56-56-102. 


PROPERTY INSURANCE. 

County mutual insurance companies, 
§§56-22-101 to 56-22-120. 

Risk sharing or market assistance plans, 
§§56-41-101 to 56-41-114. 


PROTECTED CELL CAPTIVE 
INSURANCE COMPANIES, 
§§56-13-201 to 56-13-208. 


PROVIDER-SPONSORED 
ORGANIZATION ACT OF 1998. 
Medicare Choice programs generally, 

§§56-48-101 to 56-48-104. 


PSYCHOLOGISTS. 
Licenses. 
Workers’ compensation fraud, §56-47-107. 
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PSYCHOLOGISTS —Cont’d 
Workers’ compensation. 
Fraud. 
Violations by licensed professionals, 
§56-47-107. 


PURCHASES. 
Volunteer Rx prescription discount plan. 
Contracting for plan. 
Authorization, §56-57-102. 


R 


RADIO. 
Vehicle tracking. 
Vehicle protection products warranties 
generally, §§56-55-101 to 56-55-115. 


RATES AND CHARGES. 
Hospital and medical service 
corporations. 
Commissioner of commerce and insurance, 
§56-29-117. 
Requirements, §56-29-108. 
Vision service plans. 
Commissioner of insurance. 
Power to regulate, §56-31-120. 
Requirements, §56-31-124. 


REAL PROPERTY. 
Sales. 
Title insurance. 
Notification to buyers of availability, 
§56-35-133. 


REBATES. 
Insurance. 
Prohibited for title insurance, §56-35-119. 


RECEIVERS. 
Fraternal benefit societies. 
Appointment, §56-25-606. 
Insurance. 
Holding companies. 
Liquidation or rehabilitation, §56-11-113. 


RECORDS. 
Captive insurance companies. 
Special purpose financial captives, 
§56-13-416. 
Dental service plan corporations. 
Financial and statistical records, 
§56-30-116. 
Health. 
Hospital and medical service corporations, 
§56-29-114. 
Financial and statistical records, 
§56-28-112. 
Health carrier grievances and appeals. 
Documentation of grievances. 
Maintenance of register of written 
records, §56-61-105. 
Health maintenance organizations. 
Examination of books and records, 
§56-32-115. 
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RECORDS —Cont’d 
Hospital and medical service 
corporations, §56-29-114. 
Financial and statistical records, 
§56-28-112. 
Life and health insurance guaranty 
association, §56-12-205. 
Surplus lines insurance. 
Agents, duty to keep, §56-14-116. 
Title insurance. 
Companies, agencies and agents to keep, 
§56-35-130. 
Vehicle protection products warranties. 
Warrantors. 
Accounts, books and records, §56-55-110. 
Examination of accounts, books and 
records, §56-55-111. 
Registration records, §56-55-104. 
Vision service plans. 
Financial and statistical records of 
corporations, §56-31-115. 


REGISTRATION. 
Insurance. 
Indemnified employee welfare benefit plans, 
$§56-40-101 to 56-40-105. 
Preferred provider organization 
transparency act. 
Contracting entities, §56-60-104. 
Vehicle protection products warranties. 
Administrators. 
Not required to register, §56-55-104. 
Warrantors, §56-55-104. 
Volunteer Rx prescription discount plan. 
Operators, §56-57-103. 
Fines for violations of provisions, 
§56-57-106. 


REGULATORY ACTION LEVEL EVENTS. 
Risk-based capital for insurers, 
§56-46-105. 


REHABILITATION AND LIQUIDATION 
OF INSURANCE COMPANIES. 
General provisions, §§56-9-101 to 56-9-511. 


REPORTS. 
Captive insurance companies. 
Annual reports, §56-13-108. 
Branch captive insurance companies, 
§56-13-305. 
Commissioner, §56-13-122. 
Special purpose financial captives, 
§56-13-416. 

Protected cells, §56-13-409. 
Charitable gift annuities, §56-52-106. 
County mutual insurance companies. 

Financial statements, §56-22-109. 
Fraternal benefit societies. 
Annual statement to commissioner, 
§56-25-602. 
Health care liability reporting, 
§§56-54-101 to 56-54-111. 
Health carrier grievances and appeals. 
External review organizations. 
Reporting requirements, §56-61-123. 
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REPORTS —Cont’d 
Health maintenance organizations, 
§56-32-108. 
Fees, §56-32-119. 
Insurance. 
Health care liability reporting, §§56-54-101 
to 56-54-111. 
Legal insurance. 
Insurers, §56-43-108. 
Public documents, §56-43-117. 
Long-term care insurance. 
Benefits in payment status. 
Monthly report to be delivered to 
policyholder, §56-42-105. 
Risk-based capital for insurers, 
§§56-46-103, 56-46-109. 
Foreign insurers, §56-46-111. 
Insurance companies. 
Acquisitions and dispositions, §56-10-302. 
Captive insurance companies. 
Annual reports, §56-13-108. 
Branch captive insurance companies, 
§56-13-305. 
Commissioner, §56-13-122. 
Special purpose financial captives, 
§56-13-416. 
Protected cells, §56-13-409. 
Nonrenewals, cancellations or revisions, 
§56-10-303. 
Procedures, §56-10-301. 
Rehabilitation and liquidation of companies. 
Assessments. 
Liquidator to make report to court, | 
§56-9-320. 
Claims. | 
Liquidator’s report, §56-9-331. 
Liquidation. 
Financial reports required by 
liquidator, §56-9-307. 
Requirements, §56-10-301. 
Risk-based capital for insurers, 
§§56-46-103, 56-46-109. 
Foreign insurers, §56-46-111. 
Risk management and own risk and 
solvency assessment (ORSA). 
Summary report. 
Confidentiality, §§56-11-201, 56-11-208. 
Failure to timely file. 
Fine, §56-11-209. 
Submission, §56-11-205. 
Supervision of insurers. 
Access and confidentiality of proceedings 
and records, §56-9-504. 
Insurance guaranty association, 
§§56-12-112, 56-12-113. 
Legal insurance. 
Insurers, §56-43-108. 
Public documents, §56-43-117. 
Life and health insurance guaranty i 
association. 
Annual report, §56-12-214. 1 
Prepaid health services, §56-51-134. | 
Risk-based capital for health ; 
organizations. 
RBC level, §56-46-202. 
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REPORTS —Cont’d 
Risk-based capital for health 
organizations —Cont’d 
RBC reports. 
2015, reporting concerning, §56-46-213. 
Confidentiality, §56-46-208. 
Defined, §56-46-201. 


Foreign health organizations, §56-46-210. 


Risk-based capital for insurers, 
§§56-46-103, 56-46-109. 
Foreign insurers, §56-46-111. 
Surplus lines insurance. 
Verified report of transactions. 
Agent’s duty to file, time, §56-14-106. 
Viatical settlements. 
Fraud, §56-50-114. 
Providers, §56-50-106. 


RESIDENTIAL PROPERTY 
TRANSACTION DISCLOSURES. 
Title insurance availability, §56-35-133. 


RESTITUTION. 
Insurance fraud, §56-53-105. 
Failure to cooperate with investigations, 
§56-53-109. 


Workers’ compensation fraud, §56-47-106. 


Failure to cooperate with investigation, 
§56-47-110. 


RESTRAINT OF TRADE. 
Fraternal benefit societies. 
Unfair competition and unfair or deceptive 
practices, §56-25-610. 


REVISED TENNESSEE CAPTIVE 
INSURANCE ACT, §856-13-101 to 
56-13-418. 


RISK-BASED CAPITAL FOR HEALTH 
ORGANIZATIONS, §§56-46-201 to 
56-46-214. 

Adjusted RBC reports. 

Defined, §56-46-201. 

Authorized control level events, 
§56-46-205. 

Foreign health organizations, §56-46-210. 

Authorized control level RBC. 

Defined, §56-46-201. 
Commissioner’s notices resulting in 
regulatory action. 
When effective, §56-46-212. 

Company action level events, §56-46-203. 
Foreign health organizations, §56-46-210. 

Company action level RBC. 

Defined, §56-46-201. 

Confidentiality. 
Hearings, §56-46-207. 
RBC reports, §56-46-208. 

Construction and interpretation. 
Severability of provisions, §56-46-214. 
Supplemental nature of provisions, 

§56-46-209. 

Corrective orders. 
Defined, §56-46-201. 

Definitions, §56-46-201. 


Authorized control level events, §56-46-205. 


RISK-BASED CAPITAL FOR HEALTH 
ORGANIZATIONS —Cont’d 
Definitions —Cont’d 
Company action level events, §56-46-203. 
Mandatory control level events, §56-46-206. 
Regulatory action level events, §56-46-204. 
Domestic health organizations. 
Defined, §56-46-201. 
Exemptions. 
Criteria for exemption, §56-46-209. 
Foreign health organizations. 
Authorized control level events, §56-46-210. 
Company action level events, §56-46-210. 
Defined, §56-46-201. 
Mandatory control level events, §56-46-210. 
Regulatory action level events, §56-46-210. 
Reports, §56-46-210. 
Health organizations. 
Defined, §56-46-201. 
Hearings. 
Confidential departmental hearings, 
§56-46-207. 
Immunity of commissioner and 
department, §56-46-211. 
Mandatory control level events, 
§56-46-206. 
Foreign health organizations, §56-46-210. 
Mandatory control level RBC. 
Defined, §56-46-201. 
NAIC. 
Defined, §56-46-201. 
Ratemaking. 
RBC reports, plans, instructions, etc, not to 
be used in rate setting, §56-46-208. 
RBC instructions. 
Defined, §56-46-201. 
RBC level. 
Defined, §56-46-201. 
Determination of RBC, §56-46-202. 
Report, §56-46-202. 
RBC plan. 
Defined, §56-46-201. 
RBC reports. 
2015, reporting concerning, $56-46-213. 
Confidentiality, §56-46-208. 
Defined, §56-46-201. 
Foreign health organizations, §56-46-210. 
Regulatory action level events, 
§56-46-204. 
Foreign health organizations, $56-46-210. 
Regulatory action level RBC. 
Defined, §56-46-201. 
Rulemaking to implement provisions, 
§56-46-209. 
Total adjusted capital. 
Defined, §56-46-201. 
Transitional provision, §56-46-213. 


RISK-BASED CAPITAL FOR INSURERS. 

Advertisements, announcements or 
statements concerning RBC levels, 
§56-46-109. 

Authorized control level events, 
§56-46-106. 
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RISK-BASED CAPITAL FOR INSURERS 

—Cont’d 

Calculation of RBC levels, §56-46-103. 
Commissioner’s notice. 
Regulatory actions resulting. 

Time for notice which could result in 
regulatory action to take effect, 
§56-46-113. 

Company action level events, §56-46-104. 
Confidentiality of reports and plans, 

§56-46-109. 

Construction with other laws, §56-46-110. 

Definitions, §56-46-102. 
Authorized control level events, §56-46-106. 
Company action level events, §56-46-104. 
Mandatory control level events, §56-46-107. 
Regulatory action level events, §56-46-105. 

Excess capital desirable, §56-46-103. 

Exemptions, §56-46-110. 

Foreign insurers, §56-46-111. 

Hearings, §56-46-108. 

Immunity of commission and 

department, §56-46-112. 

Mandatory control level events, 

§56-46-107. 

Ratemaking. 
Reports, plans, etc., not to be used for 
ratemaking, §56-46-109. 
Regulatory action level events, 

§56-46-105. 

Report of RBC levels, §§56-46-103, 

56-46-109. 

Foreign insurers, §56-46-111. 
Rulemaking authority, §56-46-110. 
Title of chapter, §56-46-101. 


RISK RETENTION GROUPS AND 
PURCHASING GROUPS. 
Captive insurance companies. 
Risk retention groups generally, 
§§56-13-101 to 56-13-418. 
General provisions, §§56-45-101 to 
56-45-114. 


RULES AND REGULATIONS. 
Annuities. 
Nonforfeiture requirements for individual 
deferred annuities. 

Adoption by commissioner, §56-36-113. 
Charitable gift annuities, §56-52-111. 
County mutual insurance companies, 

§56-22-120. 

Creditor-placed insurance. 
Commissioner, §56-49-115. 
Health care liability reporting, 

§56-54-110. 

Health carrier grievances and appeals. 
Commissioner of insurance, §56-61-110. 

Health maintenance organizations. 
Promulgation, §56-32-118. 

Legal insurance, §56-43-112. 
Administrative procedures act. 

Applicability, §56-43-111. 

Life and health insurance guaranty 
association. 
Promulgation, §56-12-220. 
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RULES AND REGULATIONS —Cont’d 

Medicare Choice programs, §56-48-104. 

Preferred provider organization 
transparency act, §56-60-108. 

Risk-based capital for insurers, 
§56-46-110. 

Title insurance, §56-35-122. 

Vehicle protection products warranties. 

Rulemaking to implement provisions, 
§56-55-113. 


SALES. 
Real property. 
Title insurance. 
Notification to buyers of availability, 
§56-35-133. 


SALES AND USE TAXES. 
Exemptions. 
Insurance companies. 
Title insurance risk rate charges, tax on. 


No exemption from sales and use tax, 
§56-35-107. 


SATELLITE TRACKING OF VEHICLES. 
Vehicle protection products warranties 
generally, §$56-55-101 to 56-55-115. 


SECRETARY OF STATE. 
Vehicle protection products warranties. 
Service of process. 
Appointment of secretary as attorney for 
service, §56-55-112. 


SECURED TRANSACTIONS. 
Insurance. 
Premium financing. 
Perfection of assignment and security 
interest, §56-37-112. 
Rehabilitation and liquidation of companies. 
Claims of creditors secured by 
undertakings of other persons, 
§56-9-328. 
Claims of owners of secured claims. 
Liquidation in Tennessee involving 
reciprocal state, §56-9-409. 
Valuation of security held by secured 
creditors, §56-9-329. 
Perfection of security interests. 
Insurance. 
Premium financing. 
Perfection of assignment and security 
interest, §56-37-112. 


SECURITIES. 
Captive insurance companies. 

Special purpose financial captives. 
Generally, §§56-13-401 to 56-13-418. 
Issuing securities, §56-13-410. 

Not considered insurance or reinsurance, 
§56-13-413. 
Insurance securitization. 

Special purpose financial captives. 

Generally, §§56-13-401 to 56-13-418. 
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SERVICE OF PROCESS. 
Mail. 
Fraternal benefit societies, §56-25-701. 
Surplus lines insurance. 
On unauthorized insurers, §56-14-112. 
Title insurance. 
Foreign corporations. 
Commissioner appointed to accept 
process, §56-35-109. 
Vehicle protection products warranties. 
Commissioner of commerce and insurance. 
Appointment of commissioner as attorney 
for service, §56-55-112. 
Secretary of state. 
Appointment of secretary as attorney for 
service, §56-55-112. 
Volunteer Rx prescription discount plan. 
Operators. 
Agent for service of process, §56-57-103. 


SETOFFS. 
Insurance. 


Rehabilitation and liquidation of companies, 


Mutual debts and credits. 
When offset allowed, §56-9-319. 


SHORT TITLES. 

Charitable Gift Annuity Act of 2008, 
§56-52-101. 

County Mutual Insurance Company Act 
of 2006, §56-22-101. 

Creditor-Placed Insurance Act of 1999, 
§56-49-101. 

Dental Service Plan Law of 1961, 
§56-30-101. 

Guaranteed Asset Protection Waiver Act 
of 2008, §56-59-101. 

Health Care Liability Reporting Act, 
§56-54-101. 
Health Carrier Grievance and External 
Review Procedure Act, §56-61-101. 
Health Maintenance Organization Act of 
1986, §56-32-101. 

Insurance Guaranty Association Act, 
§56-12-101. 

Insurance Holding Company System Act 
of 1986, §56-11-101. 

Insurers Rehabilitation and Liquidation 
Act, §56-9-101. 

Interstate Insurance Product Regulation 
Compact of 2007, §56-58-101. 

Legal Insurance Act, §56-43-101. 

Life and Health Insurance Guaranty 
Association Act, §56-12-201. 

Long-Term Care Insurance Act, 
§56-42-101. 

Medical Service Plan Law of 1945, 
§56-27-101. 

Preferred Provider Organization 
Transparency Act, §56-60-101. 

Premium Finance Company Act of 1980, 
§56-37-101. 

Provider-Sponsored Organization Act of 
1998, §56-48-101. 
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SHORT TITLES —Cont’d 

Revised Tennessee Captive Insurance 
Act, §56-13-101. 

Risk-Based Capital for Insurers Act, 
§56-46-101. 

Standard Nonforfeiture Law for 
Individual Deferred Annuities, 
§56-36-101. 

Surplus Lines Insurance Act, §56-14-101. 

Tennessee Charitable Gift Annuity Act of 
2008, §56-52-101. 

Tennessee County Mutual Insurance 
Company Act of 2006, §56-22-101. 

Tennessee Creditor-Placed Insurance Act 
of 1999, §56-49-101. 

Tennessee Health Care Liability 
Reporting Act, §56-54-101. 

Tennessee Health Carrier Grievance and 
External Review Procedure Act, 
§56-61-101. 

Tennessee Insurance Guaranty 
Association Act, §56-12-101. 

Tennessee Legal Insurance Act, 
§56-43-101. 

Tennessee Life and Health Insurance 
Guaranty Association Act, §56-12-201. 

Tennessee Vehicle Protection Products 
Act, §56-55-101. 

Tennessee Viatical Settlement Act of 
2009, §56-50-101. 

Title Insurance Law, §56-35-101. 

Vehicle Protection Products Act, 
§56-55-101. 

Vision Service Plan Law, §56-31-101. 

Workers’ Compensation Fraud Act, 
§56-47-101. 


SIGNATURES. 
Insurance. 
Risk retention groups and purchasing 
groups. 
Countersignatures not required on 
policies, §56-45-106. 

Prepaid health services contracts, 

$56-51-119. 


SOLICITATION. 
Workers’ compensation fraud, 
§§56-47-103, 56-47-104. 


SPECIAL PURPOSE FINANCIAL 
CAPTIVES, §§56-13-401 to 56-13-418. 


STATE MUTUAL FIRE INSURANCE 
COMPANIES, §§56-21-101 to 56-21-132. 
Agents. 
Certificates of authority, §56-21-130. 
Fees, §56-21-130. 
Capital. 
Guaranty capital, §§56-21-101 to 56-21-108. 
Conversion to state stock fire insurance 
company, §56-21-131. 
Directors. 
Election, §56-21-121. 
Fees for making loans. 
Prohibited, §56-21-110. 


INDEX 


STATE MUTUAL FIRE INSURANCE 
COMPANIES —Cont’d 
Directors —Cont’d 
Qualifications, §56-21-121. 
Dividends to policyholders, §56-21-129. 
Fees. 
Agents. 
Certificates of authority, §56-21-130. 
Commissioner of commerce and insurance. 
Filing of annual report with 
commissioner, §56-21-111. 
Officers and directors not to take fees for 
making loans, §56-21-110. 
Guarantors. 
Voting rights, §56-21-121. 
Guaranty capital. 
Contingent premiums, §56-21-132. 
Dividends, §56-21-103. 
Impairment. 
Effect, §56-21-105. 
Investment, §56-21-104. 
Liquidation or retirement, §56-21-106. 
Return to guarantors upon, §56-21-107. 
Minimum paid-up guaranty capital, 
§56-21-101. 
Retirement or liquidation, §56-21-106. 
Return to guarantors upon, §56-21-107. 
Securities. | 
Deposit, §56-21-102. 
Interest and dividends to subscribers, 
§56-21-103. 
Withdrawal by guarantor, §56-21-108. 
Investments. 
Guaranty capital and other assets, 
§56-21-104. 
Made in corporate name, §56-21-110. 
Misdemeanors. 
Borrowing of funds by officers or committee 
members, §56-21-110. 
Director or officer taking fees for making 
loans, §56-21-110. 
Officers. 
Borrowing of funds prohibited, §56-21-110. 
Compensation, §56-21-122. 
Fees for making loans. 
Prohibited, §56-21-110. 
Qualifications, §56-21-121. 
Penalties. 
Borrowing of funds by officer or committee 
members, §56-21-110. 
Director or officer taking fees for making 
loans, §56-21-110. 
Policies. 
Contracts. 
Policy and its prescribed requisites 
constitute the contract, §56-21-114. 
Dividends to policyholders, §56-21-129. 
Liability of policyholders, §§56-21-117, 
56-21-118. 
Premiums, §56-21-116. 
Action to collect, §56-21-120. 
Additional assessments, §56-21-116. 
Guaranty capitalized companies 
maintaining reinsurance reserves 
may limit premiums, §56-21-113. 
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STATE MUTUAL FIRE INSURANCE 


COMPANIES —Cont’d 


Policies —Cont’d 


Premiums —Cont’d 

Information in policy, §56-21-115. 

Lien on insured property for premiums 
and other policy obligations, 
§56-21-119. 

Regular and contingent premiums, 
§§56-21-115, 56-21-116. 

Voting rights of policyholders, §56-21-121. 

Premiums, §56-21-116. 

Action to collect, §56-21-120. 

Additional assessments, §56-21-116. 

Guaranty capitalized companies 
maintaining reinsurance reserves may 
limit premiums, §56-21-113. 

Information in policy, §56-21-115. 

Lien on insured property for premiums and 
other policy obligations, §56-21-119. 

Regular and contingent premiums, 
§§56-21-115, 56-21-116. 

Reinsurance of fire risks. 

Authorized, §56-21-124. 

Deduction in determining limit of 
insurance, §56-21-126. 

Generally, §56-21-124. 

Premium rate or assessment paid to 
reinsuring company, §56-21-127. 

Premium tax, §56-21-125. 

Regular policies, assessments and premium 
rates applied to reinsurance, 
§56-21-128. 

Requirements, §56-21-125. 

Unauthorized companies, §56-21-125. : 

Reinsurance reserve. 

Computation, §56-21-109. 

Premiums. 

Guaranty capitalized companies 
maintaining reinsurance reserves 
may limit premiums in policies, 

§56-21-113. 
Reports. 
Annual report to commissioner, §56-21-111. 
Risks. 

Maximum amounts of fire risks, §56-21-123. 

Reinsurance of fire risks, §§56-21-124 to 
56-21-128. 

Winding up business. 

Injunction against further business, 
§56-21-112. 

Receiver, §56-21-112. 


STATE STOCK FIRE INSURANCE 
COMPANIES, §§56-23-101 to 56-23-111. 
Agents. 
Certificates of authority, §56-23-109. 
Fee, §56-23-109. 
Assuming insurers. 
Determination of financial conditions, 
§56-23-104. 
Capital. — 
Evidence to be filed with commissioner, 
§56-23-101. 
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STATE STOCK FIRE INSURANCE STAYS. 
COMPANIES —Cont’d Insurance. 


Ceding insurers. 
Credited pro rata unearned premium 
liability, §56-23-103. 
Certificates of authority. 
Agents, §56-23-109. 
Fee, §56-23-109. 
False swearing to obtain. 
Perjury, §56-23-102. 
Revocation of certificates, §56-23-102. 
Issuance, §56-23-101. 
Revocation. 
False swearing to obtain certificate, 
§56-23-102. 
Charters. 
Filing of copy with commissioner, 
§56-23-101. 
Investments, §56-23-111. 
Rates and rating organizations. 
Applicability of provisions, §56-23-105. 
Reinsurance, §§56-23-107, 56-23-108. 
Excess fire risks in unauthorized company, 
§56-23-108. 
Reports. 
Annual report, §56-23-106. 
Filing fee, §56-23-106. 
Rules and regulations, §56-23-110. 


STATUTE OF FRAUDS. 
Insurance. 


Rehabilitation and liquidation of companies. 


Liquidation. 
Power of liquidator to assert against 
third parties, §56-9-310. 


STATUTE OF LIMITATIONS. 
Insurance. 
Fraud, §56-53-107. 


Rehabilitation and liquidation of companies. 


Liquidation. 

Institution of actions or proceedings by 
liquidator, §56-9-313. 

Power of liquidator to assert statute of 
limitations against third parties, 
§56-9-310. 

Tolling of statute of limitations. 

Filing of petition for liquidation 
against insurer and denial of 
petition, §56-9-313. 
Rehabilitation of companies. 
Tolling of statutes, §56-9-304. 
Insurance fraud, §56-53-107. 
One year. 
Workers’ compensation. 
Fraud. 
Recovery for economic injuries, 
§56-47-108. 
Workers’ compensation. 
Fraud. 
Recovery for economic injuries, 
§56-47-108. 


Rehabilitation of companies. 
Stay of pending actions or proceedings, 
§56-9-304. 
Workers’ compensation fraud. 
Recovery for economic injuries, §56-47-108. 


STEERING LOCKS. 
Vehicle protection products warranties 
generally, §§56-55-101 to 56-55-115. 


STERILIZATION. 
Insurance. 
Medical service plans. 
Sterilization insurance provision, 
§56-27-133. 


SUBPOENAS. 
Insurance. 
Rehabilitation and liquidation of companies. 
Liquidation. 
Power of liquidator, §56-9-310. 
Risk retention groups and purchasing 
groups. 
Powers of commissioner, §56-45-111. 
Insurance companies. 
Holding companies. 
Examinations. 
Financial condition of insurer, 
§56-11-107. 


SUBROGATION. 
Creditor-placed insurance. 
No subrogation to run against debtor from 
insurer in event of loss, §56-49-110. 
Insurance. 
Rehabilitation and liquidation of companies. 
Claims of creditors secured by 
undertakings of other persons, 
§56-9-328. 
Insurance guaranty association, 
§56-12-110. 


SUBSTANCE ABUSE. 
Insurance. 
Prepaid health services, §§56-51-101 to 
56-51-155. 


SURPLUS LINES INSURANCE, 
§§56-14-101 to 56-14-117. 
Actions against unauthorized insurers, 
§56-14-112. 
Affidavit as to contracts placed, procured 
or effected. 
Agents. 
Making, time, §56-14-106. 
Agents. 
Affidavit as to contracts placed, procured or 
effected. 
Making, time, §56-14-106. 
Commissions, §56-14-115. 
Gross premiums tax. 
Collection from insured, §56-14-113. 
Licenses, §56-14-104. 
Fee, §56-14-104. 
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SURPLUS LINES INSURANCE —Cont’d 
Agents —Cont’d 
Licenses —Cont’d 
Suspension or revocation, §56-14-117. 
Records of contracts procured. 
Duty to keep, §56-14-116. 
Verified report of transactions. 
Agent’s duty to file, time, §56-14-106. 
Violations, penalties, §56-14-117. 
Applicability of provisions, §56-14-101. 
Authorized, §56-14-103. 
Contracts. 
Procedure for effecting, §56-14-106. 
Requirements, §56-14-107. 
Validity of contracts procured from 
unauthorized insurers, §56-14-110. 
Definitions, §56-14-102. 
Eligibility of coverage for, §56-14-105. 
Eligibility to transact business in state, 
§56-14-108. 
Unauthorized insurers, §56-14-109. 
Evidence of insurance. 


Issued and delivered to insured, §56-14-106. 


Insured’s home state is Tennessee. 
Applicable transactions, §56-14-101. 
Licenses. 
Agents, §56-14-104. 
Fee, §56-14-104. 
Suspension or revocation, §56-14-117. 
Insurers. 
Required to transact business, 
§56-14-108. 
Losses and unearned premiums. 


Unauthorized insurers, liability, §56-14-111. 


Nonadmitted insurers. 
Defined, §56-14-102. 
Transaction of business in state. 
Prohibition, §56-14-108. 
Policy evidencing insurance. 
Procuring for insurer, §56-14-106. 
Policy or contract forms. 
Eligibility for use, §56-14-105. 
Premiums tax. 
Premiums charged subject to, §56-14-113. 
Procuring coverage from unauthorized 
companies. 
Conditions, §56-14-103. 
Records. 
Agents. 
Records of contracts procured. 
Duty to keep, §56-14-116. 
Reports. 
Verified report of transactions. 
Agent’s duty to file, time, §56-14-106. 
Risk retention groups and purchasing 
groups. 
Purchasing groups. 
Disclosure requirements, §56-45-109. 
Service of process on unauthorized 
insurers, §56-14-112. 
Short title. 
Surplus lines insurance act, §56-14-101. 
Taxation. 
Premiums tax. 
Premiums charged subject to, §56-14-113. 
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SURPLUS LINES INSURANCE —Cont’d 
Transacting business in state. 1 
Eligibility, §56-14-108. : 
Unauthorized insurers. | 
Actions against, service of process, 
§56-14-112. : 
Eligibility as surplus lines insurers, 
§56-14-109. 
Liability for losses and unearned premiums, 
§56-14-111. 
Validity of contracts procured from, 
§56-14-110. 
Violations, penalties. 
Agents, §56-14-117. 
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TAXATION. 
Captive insurance companies, §56-13-114. 
Branch captive insurance companies, 
§56-13-307. 
Special purpose financial captives. 
Premium tax, §56-13-404. 
County mutual insurance companies. 
Premium taxes, §56-22-114. 
Dental service plan corporations, 
§56-30-119. 
Exemptions. 
Sales and use taxes. 
Insurance companies. 

Title insurance risk rate charges, tax 

on. 
No exemption from sales and use tax, 
§56-35-107. : 
Fraternal benefit societies. . 
Exemption, §56-25-504. 
Health maintenance organizations, 
§56-32-124. 
Hospital and medical service 
corporations, §56-29-119. 
Hospital service corporations, §56-28-117. 
Insurance companies. 
Captive insurance companies, §56-13-114. 
Branch captive insurance companies, 
§56-13-307. 
Special purpose financial captives. 

Premium tax, §56-13-404. 

Medical service plan corporations, 

§56-27-119. 

Risk retention groups and purchasing 
groups. 
Premium taxes, §56-45-110. 
Risk sharing or market assistance plans. 
Property and casualty insurance 
association. 

Exempt from payment except real and 
personal property taxes, 
§56-41-110. 

Premium taxes apply to insurance 
placed through association, 
§56-41-110. 

Surplus lines insurance. 
Premiums tax. 

Premiums charged subject to, 

§56-14-113. 
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TAXATION —Cont’d 
Insurance companies —Cont’d 
Title insurance. 
Risk rate charges, §56-35-107. 
Insurance guaranty association. 
Deduction from premium taxes, §56-12-115. 
Exemption, §56-12-114. 
Life and health insurance guaranty 
association. 
Exemptions, §56-12-215. 
Prepaid health services, §56-51-152. 
Surplus lines insurance. 
Premiums tax. 
Premiums charged subject to, §56-14-113. 
Title insurance. 
Risk rate charges, §56-35-107. 
Vision service plans. 
Corporations, §56-31-118. 


TENDER OFFERS. 
Insurance companies, §§56-10-201 to 
56-10-207. 


TENNCARE (MEDICAL ASSISTANCE). 
Health maintenance organizations. 
Pharmacy claims. 
Corrections by pharmacy, §56-32-138. 
Payment of, §56-32-138. 
Survey of persons disenrolled, §56-32-131. 
Pharmacy benefits. 
Health maintenance organizations. 
Claims, §56-32-138. 


TENNESSEE CREDITOR-PLACED 
INSURANCE ACT OF 1999, 
§§56-49-101 to 56-49-115. 


TENNESSEE HEALTH CARRIER 
GRIEVANCE AND EXTERNAL 
REVIEW PROCEDURE ACT, 
§§56-61-101 to 56-61-125. 


TENNESSEE VEHICLE PROTECTION 
PRODUCTS ACT, §§56-55-101 to 
56-55-115. 


TENNESSEE VIATICAL SETTLEMENT 
ACT OF 2009, §§56-50-101 to 56-50-117. 


THEFT. 
Motor vehicles. 
Vehicle protection products warranties, 
§§56-55-101 to 56-55-115. 
Vehicle protection products warranties, 
§§56-55-101 to 56-55-115. 


THIRD PARTIES. 
Insurance. 


Rehabilitation and liquidation of companies. 


Claims. 
Creditors secured by undertakings of 
other persons, §56-9-328. 
Third party actions against insureds, 
§56-9-326. 
Preferred provider organization 
transparency act. 
Definition of third party, §56-60-102. 
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THIRD PARTIES —Cont’d 
Preferred provider organization 
transparency act —Cont’d 
Provider network contact. 
Access to provider’s health care services 
and contractual discounts pursuant 
to, §56-60-105. 
Requirements for granting, §56-60-107. 
Subsequent grant of access to other 
third party, §56-60-106. 


TITLE. 
Insurance. 
Rehabilitation and liquidation of companies. 
Title to insurer’s property, §56-9-403. 
Title insurance. 
General provisions, §§56-35-101 to 
56-35-205. 


TITLE INSURANCE, 8§56-35-101 to 
56-35-205. 
Accounts and accounting. 
Companies, agencies and agents to keep 
accounts, §56-35-130. 
Agencies. 

Accounts and records. 

Requirements, §56-35-130. 

Certificates of authority, §56-35-110. 
Additional requirements for, §56-35-131. 
Fee, §56-35-110. 

Definition of title insurance agency, 

§56-35-102. 

Records and accounts. 

Requirements, §56-35-130. 
Agents. 

Accounts and records. 

Requirements, §56-35-130. 

Appointment of agents, §56-35-204. 
Applicability of section, §56-35-204. 
Fees for appointment or renewal, 

§56-35-204. 
Renewal of appointment, §56-35-204. 
Termination of appointment, §56-35-204. 
Bonds, surety. 
Bond or deposit required, §56-35-202. 
Suits on bond, §56-35-202. 
Definition of title insurance agent, 
§56-35-102. 
Licenses. 
Bonds, surety. 
Bond or deposit required, §56-35-202. 
Suits on bond, §56-35-202. 
Companies not to defray agents’ license 
expenses, §56-35-203. 
Examinations, §56-35-201. 
Requirements, §§56-35-131, 56-35-201. 
Records and accounts. 
Requirements, §56-35-130. 
Revocation of agent’s authority, §56-35-205. 
Appeals. 

Rating organizations. 

Proposed changes in rate filings, 
§56-35-132. 
Application of part, $56-35-101. 
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TITLE INSURANCE —Cont’d 
Associates. 
Defined, §56-35-102. 
Attorneys at law. 
Attorney-client relationship not affected by 
provisions, §56-35-120. 
Recommendation or requirement of title 
insurance, §56-35-121. 
Bonds, surety. 
Agents, §56-35-202. 
Certificates of compliance. 
Fee, §56-35-106. 
Issuance, §56-35-106. 
Citation of law. 
Short title, §56-35-101. 
Commissioner of commerce and 
insurance. 
Administration of provisions, §56-35-127. 
Certificates of compliance. 

Issuance, §56-35-106. 

Definition of commissioner, §56-35-102. 

Exchange of information with insurers, 
§56-35-117. 

Foreign corporations. 

Service of process. 

Commissioner appointed to accept, 
§56-35-109. 
Hearings, §56-35-123. 
Rates. 

Disapproval, §56-35-111. 

Rules and regulations, §56-35-122. 

Supervision and control of title insurance 
business, §56-35-105. 

Companies. 

Accounts and records. 

Requirements, §56-35-130. 
Certificates of compliance, §56-35-106. 
Cessation of business. 

Procedure, §56-35-125. 

Consultation and cooperation, §56-35-117. 

Definition of title insurance companies, 
§56-35-102. 

Deposits with commissioner, §56-35-112. 

Care and investment of deposit funds, 

§56-35-116. 

Use of income from deposits, §56-35-113. 
Powers, §56-35-103. 

Prohibited business, §56-35-104. 
Rates. 

Filing, §56-35-111. 

Records and accounts. 
Requirements, §56-35-130. 
Reserves. 
Care and investment of reserve fund, 
§56-35-116. 

Generally, §56-35-114. 

Unearned premium reserve, §56-35-115. 
Stock. 

Paid-up capital stock. 

Requirements, §56-35-112. 
Surplus account, §56-35-112. 
Tax on risk rate charges, §56-35-107. 
Competition. 
Reasonable competition not discouraged, 
§56-35-118. 


TITLE INSURANCE —Cont’d 
Conflict of laws. i 
Provisions controlling, §56-35-126. 
Controlled business. 
Defined, §56-35-102. 
Criminal law and procedure. 
Violations of provisions, §56-35-127. 
Definitions, §56-35-102. 
Examinations. 
Rating organizations. 
Periodic examination by commissioner, 
§56-35-132. 
Foreign corporations. 
Commissioner appointed to accept process, 
§56-35-109. 
Hearings. 
Conduct by commissioner of insurance, 
§56-35-123. 
Licenses. 
Rating organizations, §56-35-132. 
Misdemeanors. 
Violations of provisions, §56-35-127. 
Notification to buyers of availability, 
§56-35-133. 
Powers of title companies, §56-35-103. 
Prohibited business, §56-35-104. 
Producer of title insurance business. 
Defined, §56-35-102. 
Prohibited acts by title companies, 
§56-35-104. 
Rates. 
Commissioner of commerce and insurance. 
Disapproval, §56-35-111. 
Filing, §56-35-111. 
Risk rate. 
Defined, §56-35-102. 
Tax on risk rate charges, §56-35-107. 
Rating organizations. 
Appeals to commissioner, §56-35-132. 
Companies to be members of or subscribing 
to rating organizations, §56-35-132. 
Examinations of commissioner, §56-35-132. 
Furnishing ratemaking service without 
discrimination, §56-35-132. 
Licenses. 
Application for license as rating 
organization, §56-35-132. 
Issuance, §56-35-132. 
Schedule of rates, §56-35-132. 
Rebates. 
Prohibited, §56-35-119. 
Recommendation or requirement of title 
insurance. 
Not prohibited, §56-35-121. 
Records. 
Companies, agencies and agents to keep, 
§56-35-130. 
Rehabilitation and liquidation of 
insurance companies. 
Applicability to title insurance company, 
§56-9-102. 
General provisions, §§56-9-101 to 56-9-511. 
Retaliation. 
Restrictions by other states, §56-35-128. 
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TITLE INSURANCE —Cont’d 
Risk rate. 

Defined, $56-35-102. 

Tax on risk rate charges, §56-35-107. 
Rules and regulations, $56-35-122. 
Scope of provisions, §56-35-101. 
Service of process. 

Foreign corporations. 

Commissioner appointed to accept 
process, §56-35-109. 

Statements. 

Annual statements by title insurance 

companies, §56-35-108. 

Taxation. 

Risk rate charges, §56-35-107. 
Title of law. 

Short title, §56-35-101. 

Title search and examination. 

Prior to issuance of policy or contract, 

§56-35-129. 
Violations of provisions. 
Penalties, §56-35-127. 


TREBLE DAMAGES. 

Insurance fraud, §56-53-107. 

Workers’ compensation fraud, 
§§56-47-108, 56-47-109. 

TRIAL. 

Consolidation of actions. 


Workers’ compensation fraud. 
Recovery for economic injuries, 


§56-47-108. 
U 
UNCLAIMED PROPERTY. 
Insurance. 


Rehabilitation and liquidation of companies. 
Unclaimed funds. 
Disposition, §56-9-333. 


UNFAIR TRADE PRACTICES. 
Fraternal benefit societies, §56-25-610. 
Viatical settlements, §56-50-116. 
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VEHICLE PROTECTION PRODUCTS 
WARRANTIES, §§56-55-101 to 
56-55-115. 

Administrative adjudications, §56-55-111. 

Administrators. 

Defined, §56-55-102. 

Registration not required, §56-55-104. 
Applicability of provisions, §56-55-114. 
Cancellation of reimbursement 

insurance policies. 

Provisions in policies mandated by 

statutory provisions, §56-55-106. 

Cancellation of sale and warranty, 
§56-55-108. 

Cease and desist orders. — 

Enforcement of provisions, §56-55-111. 


INDEX 


VEHICLE PROTECTION PRODUCTS 
WARRANTIES —Cont’d 
Claims. 
Required provisions in warranty, 
§56-55-107. 
Commissioner of commerce and 
insurance. 
Definition of commissioner, §56-55-102. 
Enforcement of provisions, §56-55-111. 
Records. 
Examination of warrantor records, 
§§56-55-110, 56-55-111. 
Reimbursement insurance policies. 
Filing copy with commissioner, 
§56-55-105. 
Service of process. 
Appointment of commissioner as attorney 
for service, §56-55-112. 
Copy of warranty, §56-55-107. 
Deductibles. 
Required provisions in warranty, 
§56-55-107. 
Definitions, §56-55-102. 
Disclosures, §56-55-107. 
Effective date, §56-55-114. 
Enforcement of provisions, §56-55-111. 
False or misleading statements in 
warranties, §56-55-109. 
Fines and civil penalties. 
Enforcement of provisions, §56-55-111. 
Form of warranty, §56-55-107. 
Holders of warranties. 
Definition of warranty holder, §56-55-102. 
Insurance. 
Status of products as insurance, §56-55-103. 
Language of warranties, §56-55-107. 
Deceptive language, §56-55-109. 
Receipts of purchase, §56-55-107. 
Records. 
Warrantors. 
Accounts, books and records, §56-55-110. 
Examination of accounts, books and 
records, §56-55-111. 
Registration records, §56-55-104. 
Reimbursement insurance policies. 
Definition of warranty reimbursement 
insurance policy, §56-55-102. 
Provisions in policies mandated by 
statutory provisions, §56-55-106. 
Requirements, §56-55-105. 
Required provisions in warranty, 
§56-55-107. 
Rulemaking to implement provisions, 
§56-55-113. 
Sale. 
Cancellation of sale and warranty, 
§56-55-108. 
Compliance with provisions, §56-55-103. 
Warranties sold only as part of vehicle 
protection product, §56-55-115. 
Secretary of state. 
Service of process. 
Appointment of secretary as attorney for 
service, §56-55-112. 
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VEHICLE PROTECTION PRODUCTS 
WARRANTIES —Cont’d 
Service of process. 
Commissioner of commerce and insurance. 
Appointment of commissioner as attorney 
for service, §56-55-112. 
Secretary of state. 
Appointment of secretary as attorney for 
service, §56-55-112. 
Short title of act, §56-55-101. 
Substitutions. 
Required provisions in warranty, 
§56-55-107. 
Vehicle protection products. 
Defined, §56-55-102. 
Warrantors. 
Accounting, §56-55-110. 
Examination of accounts, books and 
records, §56-55-111. 
Cancellation of sale and warranty, 
§56-55-108. 
Defined, §56-55-102. 
Insurance, §56-55-105. 
Registration, §56-55-104. 


VENUE. 
Change of venue. 
Workers’ compensation fraud. 
Recovery for economic injuries, 
§56-47-108. 
County mutual insurance companies. 
Action to recover assessment upon 
insolvency, §56-22-111. 
Enforcement of cease and desist orders, 
§56-22-116. 
Insurance. 
Exchange or reciprocal insurance. 
Action by or against reciprocal, 
§56-16-117. 


Rehabilitation and liquidation of companies. 


Ancillary receivers. 
Petition, §56-9-404. 
Delinquency proceedings, §56-9-104. 
Earned premiums. 
Obligation to pay insurer. 
Appeal of violation of section, 
§56-9-321. 
Foreign and alien insurance companies. 
Conservator. 
Petition by commissioner to act as, 
§56-9-401. 
Liquidation of assets. 
Petition by commissioner, §56-9-402. 
Liquidation. 
Petition for order, §56-9-305. 
Rehabilitation. 
Petitions, §56-9-301. 
Termination. 
Petition for order, §56-9-305. 


VIATICAL SETTLEMENTS, §§56-50-101 to 
56-50-117. 
Advertising, §56-50-113. 
Bonds, surety. 
Required, §56-50-103. 


VIATICAL SETTLEMENTS —Cont’d 
Cease and desist orders. 

Violations of provisions, §56-50-115. 

Commissioner of commerce and 
insurance, 

Enforcement powers, §56-50-115. 

Examination and investigations, 
§56-50-107. 

Rulemaking, §56-50-117. 

Conflicts of interest, §56-50-112. 

Examination of licensees. 

Examiners, §56-50-107. 
Contracts, $56-50-110. 
Approval, §56-50-105. 
Definition of viatical settlement contract, 
§56-50-102. 
Definitions, §56-50-102. 
Disclosures. 

Advertising, §56-50-113. 

Insurer, disclosures to, §56-50-109. 

Statements. 

Approval of forms, §56-50-105. 

Viator, disclosures to, §56-50-108. 
Examination of licensees, §56-50-107. 
Fraud, §56-50-114. 

Injunctions. 

Violations of provisions, §56-50-115. 
Insurer. 

Disclosures to, §56-50-109. 

Licenses. 

Applications, §56-50-103. 

Continuing education, §56-50-103. 

Denial, §56-50-104. 

Examination of licensees, §56-50-107. 

Required, §56-50-103. 

Revocation or suspension, §56-50-104. 
Medical release, §56-50-110. 
Penalties. 

Civil penalties for violations, §56-50-115. 
Privacy protection, §56-50-106. 
Prohibited practices, §§56-50-111, 

56-50-112. 

Fraud, §56-50-114. 

Unfair trade practices. 

Violations considered to be, §56-50-116. 
Reports. 

Providers, §56-50-106. 

Rules and regulations, §56-50-117. 
Short title of act, §56-50-101. 
Unfair trade practices. 

Violations considered to be, §56-50-116. 
Viator. 

Certification required, §56-50-111. 

Defined, §56-50-102. 

Disclosures to, §56-50-108. 


VICTIMS OF CRIME. 
Workers’ compensation fraud. 
Recovery for economic injuries, §§56-47-108, 
56-47-109. 
Restitution, §56-47-106. 
Failure to cooperate with investigation, 
§56-47-110. 


VISION CARE SERVICES. 
Prepaid health services, §§56-51-101 to 
56-51-155. 
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VISION SERVICE PLANS, §§56-31-101 to 
56-31-131. 

Agents. 

Certificates of authority, §56-31-119. 
Beneficiary. 

Defined, §56-31-102. 


Citation of law. 


Short title, §56-31-101. 


Commissioner of commerce and 


insurance. 
Corporations. 

Articles of incorporation. 

Approval, §56-31-104. 

Examinations, §56-31-117. 
Disputes or controversies. 

Settlement by commissioner, §56-31-129. 

Review of decision, §56-31-129. 
Orders, §56-31-120. 

Review. 

Writ of certiorari, §56-31-123. 

Revocation or amendment, §56-31-121. 
Powers. 

Generally, §§56-31-120, 56-31-121. 
Rates. 

Power to regulate, §56-31-120. 
Rules and regulations, §56-31-120. 
Subscription contracts. 

Power to regulate, §56-31-120. 
Construction and interpretation, 
§§56-31-130, 56-31-131. 


Contracts. 


Subscription contracts, §§56-31-124 to 
56-31-127. 

Corporations. 

Agents. 

Certificates of authority, §56-31-119. 
Agreements with participating optometrist, 

§56-31-108. 
Articles of incorporation. 

Approval by commissioner, §56-31-104. 
Boards of directors, §56-31-105. 
Capital. 

Requirements as to working capital, 

§56-31-111. 
Commissioner of insurance. 

Articles of incorporation. 

Approval, §56-31-104. 

Examinations, §56-31-117. 

Creation, §56-31-103. 

Definition of nonprofit vision service 
corporation, §56-31-102. 

Examinations, §56-31-117. 

Exclusive right to establish and operate 
plans, §56-31-106. 

Expenses. 

Limitation on acquisition and 
administrative expenses, §56-31-113. 

Fees, §56-31-118. , 

Investment of funds, §56-31-112. 

Liability insurance. 

Purchase authorized, §56-31-114. 
Number of incorporators, §56-31-103. 
Records. 

Financial and statistical records, 

§56-31-115. 
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VISION SERVICE PLANS —Cont’d 
Corporations —Cont’d 
Rehabilitation or liquidation, §56-31-117. 
Reserves. 
Requirements, §56-31-111. 
Statements. 
Annual statement, §56-31-116. 
Filing fee, §56-31-116. 
License applications. 
Statement of financial conditions, 
§56-31-110. 
Subscription contracts, §§56-31-124 to 
56-31-127. 
Taxation, §56-31-118. 
Definitions, §56-31-102. 
Examinations. 
Corporations, §56-31-117. 
Indigent persons. 
Subscriptions for vision care for needy. 
Governmental or private contributions 
authorized, §56-31-128. 
Investments. 
Funds of corporations, §56-31-112. 
Licenses. 
Applications, §56-31-110. 
Accompanying documents, §56-31-110. 
Statement of financial conditions, 


§56-31-110. 
Filing fee, §56-31-110. 
Issuance. 


Prerequisites, §56-31-111. 
Renewal, §56-31-119. 
Required, §56-31-109. 
Revocation. 
Violations of provisions, §56-31-122. 
Suspension or cancellation, §56-31-121. 
Participating optometrist. 
Agreements by corporations with, 
§56-31-108. 
Defined, §56-31-102. 
Liability insurance. 
Purchase by corporation authorized, 
§56-31-114. 
Methods of diagnosis and treatment. 
Unrestricted, §56-31-107. 
Private optometrist-patient relationship 
unaffected, §56-31-107. 
Right to become, §56-31-107. 
Practice of medicine, surgery or 
optometry. 
Laws relating to unaffected, §56-31-131. 
Prepaid health services, §§56-51-101 to 
56-51-155. 
Rates. 
Commissioner of insurance. 
Power to regulate, §56-31-120. 
Requirements as to, §56-31-124. 
Records. 
Financial and statistical records of 
corporations, §56-31-115. 
Risk-based capital for health 


organizations, §§56-46-201 to 56-46-214. 


Subscribers. 
Certificate furnished subscriber, 
§§56-31-126, 56-31-127. 
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VISION SERVICE PLANS —Cont’d 
Subscribers —Cont’d 

Contracts, §§56-31-124 to 56-31-127. 

Defined, §56-31-102. 

Forfeiture of membership, §56-31-125. 
Subscription contracts. 

Certificate furnished subscriber, 

§§56-31-126, 56-31-127. 
Commissioner of insurance. 
Power to regulate, §56-31-120. 
Deferment of inception coverage. 
Contract may provide for, §56-31-125. 

Duration, §56-31-125. 

Generally, §56-31-124. 

Renewal, §56-31-125. 

Termination, §56-31-125. 

Written contracts required, §56-31-126. 
Taxation. 

Corporations, §56-31-118. 
Title of law. 

Short title, §56-31-101. 


VOLUNTEER RX PRESCRIPTION 
DISCOUNT PLAN, §§56-57-101 to 
56-57-106. 

Authority for plan, §56-57-102. 

Benefits. 

Limitation to appropriations, §56-57-102. 
Cancellation of membership, §56-57-105. 
Commissioner of commerce and 

insurance. 

Definition of commissioner, §56-57-101. 
Contracting for plan. 

Authorization, §56-57-102. 

Customer service toll-free number. 

Disclosures. 

Members, disclosures to, §56-57-104. 

Definitions, §56-57-101. 


Department of commerce and insurance. 


Definition of department, §56-57-101. 
Disclosures. 
Members, disclosures to, §56-57-104. 
Cancellation of membership procedures, 
§56-57-105. 
Fees. 
Disclosures. 
Members, disclosures to, §56-57-104. 
List of drugs covered by plan. 
Disclosures. 
Members, disclosures to, §56-57-104. 
Members. 
Cancellation of membership, §56-57-105. 
Defined, §56-57-101. 
Disclosures to members, §56-57-104. 
Cancellation of membership procedures, 
§56-57-105. 
Network directory of participating 
pharmacies. 
Disclosures. 
Members, disclosures to, §56-57-104. 
Operators. 
Defined, §56-57-101. 
Registration, §56-57-103. 
Fines for violations of provisions, 
§56-57-106. 


VOLUNTEER RX PRESCRIPTION 
DISCOUNT PLAN —Cont’d 
Persons. : 
Defined, §56-57-101. 
Prescription drug discount plans. 
Defined, §56-57-101. 
Prescription drugs. 
Defined, §56-57-101. 
Purchases. 
Contracting for plan. 
Authorization, §56-57-102. 
Service of process. 
Operators. 
Agent for service of process, §56-57-103. 
Toll-free number for customer service. 
Disclosures. 
Members, disclosures to, §56-57-104. 
Uninsured Tennesseans. 
Cost savings. 
Purpose of plan, §56-57-102. 


W 


WAIVER. 
Insurance. 
Risk management and own risk and 
solvency assessment (ORSA). 
Waiver of requirements. 
Application for waiver, §56-11-206. 


WARRANTIES. 
Motor vehicles. 
Vehicle protection products warranties, 
§§56-55-101 to 56-55-115. 
Vehicle protection products warranties, 
§§56-55-101 to 56-55-115. 


WELFARE. 
Prepaid health services. 
Applicability, §56-51-154. 


WHISTLEBLOWER PROTECTION. 
Workers’ compensation fraud reports, 
§56-47-111. 


WORKERS’ COMPENSATION. 
Bonds, surety. 
Fraud. 
Recovery for economic injuries, 
§56-47-108. 
Confidentiality of information. 
Fraud investigation information, 
§56-47-110. 
Costs. 
Fraud. 
Action against person immune from 
liability, §56-47-111. 
Recovery for economic injuries, 
§§56-47-108, 56-47-109. 
Fraud, §§56-47-101 to 56-47-112. 
Antifraud plans, §56-47-112. 
Definitions, §56-47-102. 
Effective date of act, §56-47-112. 
Immunity of persons providing information, 
§56-47-111. 
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WORKERS’ COMPENSATION —Cont’d 
Fraud —Cont’d 
Investigations. 
Disclosure of information, §§56-47-110, 
56-47-111. 
Penalties, §56-47-105. 
Antifraud plans, §56-47-112. 
Professionals. 
Violations by professionals deemed moral 
turpitude, §56-47-107. 
Prohibited acts, §§56-47-103, 56-47-104. 
Recovery of economic injuries, §§56-47-108, 
56-47-109. 
Restitution, §56-47-106. 
Failure to cooperate with investigation, 
§56-47-110. 
Statement required on applications and 
claim forms, §56-47-112. 
Title of chapter, §56-47-101. 
Whistleblowing immunity, §56-47-111. 
Insurance. 
Accident and sickness insurance. 
Group policies. 
Sole proprietor or partner’s election 
against coverage. _ 
Effect, §56-26-133. 


INDEX 


WORKERS’ COMPENSATION —Cont’d 
Insurance —Cont’d 
Fraud, §§56-47-101 to 56-47-112. 
Unlawful insurance acts. 
Fraud generally, §§56-47-101 to 
56-47-112. 
Limitation of actions. 
Fraud. 
Recovery for economic injuries, 
§56-47-108. 
Notice. 
Fraud. 
Violations by licensed professionals, 
§56-47-107. 
Penalties. 
Fraud. 
Antifraud plans, §56-47-112. 
Recovery for economic injuries, 
§§56-47-108, 56-47-109. 
Privacy of information. 
Fraud investigation information, 
§56-47-110. 
Whistleblowing. 
Immunity for reporting fraud, §56-47-111. 
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